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FORWARD-LOOKING STATEMENTS

Certain statements contained in this annual information form constitute forward-locking statements. The
use of any of the words “annc:pate“ “continue”, “estimate”, “expect”, “may”, “will”, “project”, “should”,
“believe” and similar expressions are intended to identify forward-looking statements. These statements
involve known and unknown risks, uncertainties and other factors thet may couse actusl results o7 events
to differ materially from those anticipated in such forward-looking statements, The Manager believes the
expectations reflected in forward-looking statements are reasonable but o assuramce can be givea that
these expectations will prove to be comrect and such forward-looking statements includad in this annual
information fonnshouldnotbeundlﬂyrehedmon. These statements speak only s of the dote of this
annual information form.,

In particular, this annual information form may contain forward-looking statements pertsining to
distributable cash and Distributions. The actual results could differ materially from those caticipated in
these forward-looking statements as a result of, among other things, the risk fectors set out in this annual
information form. The Manager does not undertake any obligation to publicly update or revise any
forward-looking statements. =
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GLOSSARY OF TERMS

o

In this Annual Information Fom:. the followmg terins shall have the meanings set foﬂh below, unless
otherwise indicated.

“Additional Distributable Amount™ means, with respect to any taxation year of the Fund, the amount, if
any, by which the aggregate of the Net Income and Net Capital Gains, less any Net Capital Gains the tax
on which would be refundable to the Fund in the current year under Part I of the Income Tax Act, for such
taxation year exceeds the aggregate distributable cash paid or payable by the Fund for such taxation year.

“Advisor” means Brompton Capital Advisors Inc., or such other Advisor as may be appointed from time
to time by the Manager on behalf of the Fund.

“Advisory Agreement” means the advisory agreement dated as of October 4, 2024 emong the Fund, the
Manager and the Advisor, as it may be amended from time to time.

“Bmmpton means the Brompton Group of Compames

BrompmnFunds”meansBmmptonFundsLP whlchlsmthebusmessofmamgmgmveﬂtmentﬁmd&
and its general partmer, BFGP Limited.

“Business Day” means any day except Saturday, Sunday, a statutory hohday in Tor(mto Ontano or any
otherdayonwhlchthe TSX lsnotopenforuadlng -

“CDS” means CDS Clearing & Deposumy Semces ln:c and mcludes any Successor corpomtmn or any
other depository subsequently appointed by the Fund as the depository in respect of the book-entry-only
units.

“CDS Pordeipant™ means a broker, dealer, bank or other finamcial institution or other person for whom,
from time to time, CDS effects book enmzs for the book-enw-unly umts depaosited with CDS.

“CRA” means the Canada Revcnuc Agency. .

“Custodian” means RBC Dexia Investor Services Trust in its capacity as custodian under the Custodian
Agreement, as sppointed from tilme to time by the Manager.

“Custodian Agreement™ means the custodian agreement entered into by the Manager, on behalf of the
Fund, and The Royal Trust Company dated as of Cctober 4, 2004, and assigned by The Royal Trust
Company to the Custodian as of December 23, 2005, as it may be amended from time to time.

“Declaration of Trust” means the declaration of trust governing the Fund, as it may be amended and
amended and restated from time to time, which is desch in sections 1.1 end 1.2 of this Annual
Information Form.

“Distribution(s)” means the cash and in specie distributions which are paid by the Fund to Unitholders.

“Extraordinary Regolution™ means a resolution passed by the affirmative vote of at least 66°/;,% of the
votes cast, either in person or by proxy, at a meeting of Unitholders called for the purpose of approving
such resolution.

“Fund” means Brompton Equal Weight Gil & Gas Income Fund.




“Fund Investment™ means an inﬁestmem acquired and adjusted by the Fund in accondance with the
Investment Guidelines and Rebalancing Criteria and subject to the Investment Restrictions, and “Fund
Investments” means more than one Fund [nvcstmem taken collectively.

P
“Fund I’roperly”meansﬂwpmperty andassetsofthe Pund.
“Income Fond” means a trust, lmwdpannershxporomerenmymaun'edtoown. directly or indirectly:
(i) debt andl/or equity of an underlying company or other entity which carrics on an active business; (ii)
income producing real estate assets; or (iii) a royalty on revenues generuted by cn uaderlying business
activity, including consumer funds, industrial funds, oil and gas funds, power and pipeline funds, real
estate investment trusts and resource funds.

“lncome Tax Aet” means the Income Tax Ac: (Canada) 25 nOW Or hereaﬁer anwnd@d, 07 BUCCEssor
statutes, and shall include regulamns pmulgawd thereunder. - :

“Investment Guﬁdeﬂnes" means the mvestment gu:delmes of the Fund as set forth in the Decl:mmon of
Trust described in section 1.2.2 of this Annual lnformauon Form. :

“Investment Objectives™® means the investment objectlvee of the Funﬂ as set forth in the Declaration of
Trust described in section 1.2.1 of this Annual Information Form.

“Investment Restricticns” means the investment restrictions of the Fund as set forth in the Declaration
of Trust, including without limitation thosc descnbed in section 2.0 of this Annual Information Fo:m:

“Loan Farftity” means the loan. f&cxhty dw:nbed in socuon 14.1 of ttus Annual Infmatxon Form.

“Management Agreement” means the management agreement dated as of September 28, 2004 between
the Manager and the Trustee, on behalf of the Fund, as it may be amended from time to time.

“Management Fee” means the management fee payable to the Manager pursuant to the Management
Agreement and the Declaration of Trust described in section 8.}.1 of this Annust Informetion Form.

“Manager” means the manager and administrator of the Fund, namely Bromptoa Funds Management
Limited, or if applicable, its successor.

“Net Asset Voloe” means the net asset value of the Fund, as determined in szocerdence with the
Declamﬂonomestasdem’bedmsecuon500fthlsAnnmllnfonmnanmm.

“Net Asset Valpe per Unit” means the Net Asset Value dmded by lhe total number of Units outstanding
on any Valuation Date.

“Net Capital Galns” of the Fund fora taxanon year means the amount, if any, by whu:h
(i) thccapﬂalgamsmhzedbytheFmdm&etaxaﬂony&er

exceeds the aggregate of Voo . '

(ii))  the cap:tal losses mcun'ed by the Fund in the taxation year;




(iii)  the unapplied capital losses incured by the Fund in the preceding taxation yezrs, to the
extent that they may be, and are applied against capital gains realized by the Fund in the
taxation year; and

(iv)  any Net Loss of the Fund for the year and, if the Trustee so dstermines, any unapplied
non-capital losses (as defined in the Income Tax Act) of the Fund for preceding years of
the Fund, in each case multiplied by the reciprocal of the applicable frection in paragraph
38(a) of the lnemne Tax Act.

For this purpose, “capital gains™ and “capital losses™ shall be compuwd in accordance with the provisions
of the Income Tax Act. ‘

“Net Income” or “Net Loss” of the Fund for a taxstion year means the amount, if any, by which the
income or loss of the Fund for such taxation year computed in accordance with the provisions of the
Income Tax Act, other than paragraph 82(1)(b) and subsection 104(6) thereof and disregarding any
designations made by the Fund under subsection 104(19) of the Income Tax Act, without reference to the
Fund’s “capital gains™ or “capital losses” (as those terms are defined in the Income Tax Act) for the
taxation year, exceeds the non-capital losses of the Fund (as defined in the Incomz Tax Act) for any
preceding taxation years of the Fund, to the extent that they may be, and e7¢ deducted in computing
taxable income of tha Fund for such taxation year for the purposes of the Income Tax Act.

“Oil & Gas Income Trust” means an Income Fund where the principal underlying business is the
conventional production and sale of cil and/or natural gas.

“Ordinary Resclution” means a resolution passed by the affirmative vote of at least 50% of the votes
cast, either in person or by proxy, at a mecting of Unitholders called for the purpose of approving such
resolution.

“Rebalancing Criterin” means the rebalancing criteria set forth in the Declaration of Trust, described in
section 1.2.3 of this Annual Information Form.

“Redemption Date” means the second last Business Day of November of each year.

“Redemption Poyment Date” means the date on or before the tenth Business Day of the month
following the Redemption Date.

“Service Fee” means the fee required to be paid by the Fund to the Manager, who is in turn required to
pay such fee in an equivalent amount to dealers, all in accordance with the Declaration of Trust, as
described in section 8.1.2 of this Annual Information Form.

“Tax Proposals” means all specific proposals to amend the Income Tax Act publicly anncunced by or on
behalf of the Minister of Finance (Canada) prior to the date hereof.

“Terminatien Date” means the date the Fund is terminated in accordance with the Declaration of Trust,
as described in section 3.4 of this Annual Information Form.

“Total Assets” means the aggregate value of the assets of the Fund determined in accordance with the
Declaration of Trust as described in section 4.0 of this Annual Information Form.

“Trustee” means Computershare Trust Company of Canada, in its capacity as trustee under the
Declaration of Trust.




“TSX" means the Toronto Stock Exchange.
“Unitholder(s)” means holder(s) of the Units.
“Unit™ means one transferable, redecmable trust unit of the Fund, representing an equal, fractional and

undivided bencficial interest in the Fund Property net of all liabilities of the Fund. “Units” represents
more than one transferable, redeemable trust unit of the Fuad.

“Yaluation Date” means, af a minimum, ’l‘hMy of each week, or if a;ay Thursday is not a Business
Day, the immediately preceding Business Day, end the last Business Day of cach month, and includes any
other date on which the Manager elects, in its discretion, to calculate the Net Asset Valug per Unit.




1.0 NAME, FOMMN AND HISTORY
1.1 General

BromptonEqua.lWerght Oll&GaslncomeFmd is a closed-end investment trust with a registered office
located at Suite 2930, Bay Wellington Tower, BCE Place, 181 Bay Street, Toronto, Onterio' MSJ 2T3.
The Fund was established under the laws of the Province of Ontario pursuant to & declarntion of trust
dated September 28, 2004 as amended and as amended and restated from time to time. The material
amendment to the Declaration: of Trust is the amendment dated November 9, 20885, to change certain
Investment Guidelines and Investment Restnctions of the Fund, wiuch was approved by Umtﬁmlders ata
special meeting of the Fund. '

L2  Declaration of Trust

1.2} lovestment Objeeuves and Stutegy

The Declaration of Trust provides that the Investment Objecnves of the Fund cre to provide Unitholders
with the benefits of high monthly cash Distributions and low meanagement fees together with the
opportunity for capital eppreciation by investing in an equally weighted diversified portfolio of Oil & Gas
Income Trusts on a passive basis. The Fund will seek to achieve its Investment Objectives by investing
the Fund Property in & portfolio comprising an approximate equal dollar amount of securities of each Oil
& Gas Income Trust listed on the TSXthat satisfies the Investmient Guidelines snd Investment
Restrictions and by rebalancing the portfolio in accordance with the Rebalanc(mg Criteria.

122 [IovestmentGuidefes © * © ¢ R
(8)  EachOil & Gus Inome Fund included in the portfolio will
(i) opemepmcnpallyasaconvenﬂomlprodmerofmland/mgas,

(ii)  have a minimum market capitalization of at* least $500 million ot the tims of investment,
subject to the Rebalancing Criterin;

(i)  cumently pay a regular distribution; and S
(iv)  be listed for trading on the TSX.

During temporary periods when the Fund Property may not be fully invested, the Fund Property
or any portion thereof may be invested in cash or cash equivalents.

()  To the extent practicable, the portfolio will at-the time of acgirisition, be equally weighted based
on the Total AssetsoftheFunddmd@dhymenmberofOll &Gaslncome thds mcludedm

the portfolio.

(©) Notwithstanding (a) and (b) above, the ponfolio shall at all tin’m eomprise. ata m'mi:mnn, the 15
largest Oil & Gas Income Funds measured on the basis of market capitalization.

(@ In exceptional circumstances, the Manager may exercise its discretion to exclude or remove from
- the portfolio any Oil & Gas Income Trust where the Manager considers that facts unrelated to the




business of such Qil & Gas Income Trust may have a material adverse effect on the merket price
or value of such Oil & Ges Income Trust’s securities.

1.23 Rebalencing Criterin

The Declaration of Trust provides that the portfolio will be rebatanced quarterly to adjust for changes in
the market value of investments, to add any Oil & Gas Income Trust which 2t the time of rehalancing
newly qualify for inclusion and to remove any Oil & Gas income Trust having a marlet cepitalization of
less than $350 million or that otherwise no longer mect the lnvestment. Guidelines or Investment
Restrictions. Between rebalancing dates, the Fund, at the discretion of the Manager, may invest amounts
available for working capital purposes under the Loan Facility in public. offerings. of new Oil & Gas
Income Trusts that qualify for inclusion in the portfolio. In order.to rebalance the portfolio or to
determine the maximum amount that may. be invested in any public offerings of new Gil & Gas Income
Funds that qualify for inclusion in the portfolio in between rebalancing dates, the Manager will calculate
the market value of the portfolio as at the applicable rebalancing date and divide such market value by the
number of Oil & Gas Income Trusts which are then eligible to be included i in tha portfolio. Rebalancing
nansacuonsmllbecomplﬂedassoonaspmﬁc&bleﬂwmﬁer .

1,24 General

The Declaration of Trust also provides for the administration of the Fund and overns matters including,
without limitation, the powers of the Trustee, the issue and sale of Units, the form cud content of Unit
certificates, the registration and the transfer of Units, the redemption omd repurchacz of Units,
Distributions to Unitholders, the provision of management and administration, poitfolio edvisory and
custodial services to the Fund, the limitation on the liability of the Unitholders, tie Trustee and other
parties and the termination of the Fund.

The Amended and Restated Dmlaranon of Truat daxed November 9, 2005 wes amended as of November
8, 2006 to permit the Manager to allow for the withdrawal of redemption notices prior to the redemption
date. The Declaration of Trust was further amended as of December 20, mepemxitthel?undto
designate as part of the redempuon pme any capltal gams realized by the Fund during the year in which
the redemption occurs. '

Pursuant to the Declaration of Trust, the Trustes has retained Brompton Funds Maagement Limited as
the Manager of the Fund and the Manager, on behalf of the Fund, has retained Brompton Capital
Advisors Inc. as the Advisor and RBC Dexia Investor Services Trust as the Custodian of the Fund

2 0 INVESTMENT RESTRICT]ONS

The Fund is not considered to be a mutual ﬁmd unckr the securities legislation of the provinces and
territories of Canada. Consequently, the Fund is not subject to the various policies and regulsations that
apply to conventional mutual funds under such legislation. However, the Fund is subject to certain other
requirements and restrictions contained in securities legislation, including National Instrument 81-106
Investment Fund Contimuous Disclosure, .which governs the continuous disclosure obligations of
investment funds, such as the Fund.

The Declaration of Trust sets out the Investment Restrictions to which the Fund is subject. The following
Investment Restrictions relate to certain matters arising out of the Income Tax Act and provide that the
Fund will not: . .




(a) purchase the securities of an issuer for the purpose of exermsmg control over managemsat of that
issuer;

(b) make or hold any investment that would result in the Fund falll-ng to qualify as a “unit &ust"
within the meaning of paragraph 108(2)(b) of the Incom'l‘ax Act. In order for the Fund to so

qualify:

(i) at all times at least 80% of the property of the Fund miust coasist of a combination of:
shares; property that, under the terms or conditions of which or under an agreement, is
convertible into, exchangeable for, or confers a right to acquire shares; bonds, debentures,
morntgages, hypothecary claims, notes and other similar obligations; marketable securities;
cash; real property situated in Canada and interests in real property sitvated in Canada; or
rights to and interests in ‘any rental or royalty computed by reference to the amount or
value of production from a natural accumulstion of petroleum or naturnl gas in Canada,
ﬁumano:lorgaswellmCanadamﬁ'omammmlresourcemCm&da.

(ii) notlessthan%%oft!wFundsmomformhysarmustbeienvedﬂom,mﬁomthe
disposition of], investments described in (i) above; ond

(iii) atnotlmemaymorethm 10% of the Fund’s property consist of bonds, securities or
shares in the capital stock of any one corporation or debtor other tizan Her Magjesty in
nghtofCanadaoraprovmoraCanad:anmmmahty., ‘

{c) make or hold any mvestmentlhatwouldrwultm the Fund fmlmgmqnalifyasa“mutualﬁmd
trust” mthlnthemmmgofmelncouwTaxAci or . o

(d) invest in the securities of any non-resndent corporauon or trust or oiher mn-resm%m entity if the
Fund would be required to mark its investment in such securities to marke! in accordance with
proposed section 94.2 of the Income Tax Act or to include any significent pmounts in income
pursuant to proposed sections 94.1 or 94.3 of the Income Tax Act, as st forth in the proposed
amendments to the Income Tax Act dealing with foreign investment entities intreduced as part of
Bill C-33 (*Bill C-33"), which reccived first reading in the House of Commons on November 22,
2006 (or amendments to such pmposals, prov:snons as enacted into law or successor provisions
thereto).

The Units are qualified investments’ under- the lneome Tax Act for trusts govemed by registered
retirement savings plans, registered retirement income funds, deferred profit sharing plans and registered
education savings plans.

During the year-ended December 31, 2006, the Fund has not deviated from the rules.under the Income
Tax Act that apply to the status of the Units qualifying for inclusion in registered retirement savmgs

plans, registered retirement income funds, deferred pmﬁt sharing plans and registered education savmgs
plans registered under the Income Tax Act.

3.0 DESCRIPTION OF SECURITIES
KA | The Units
The Fund is authorized to issue an unlimited number of a single class of transferable, redeemable units of

beneficial interest, each of which represents an equal undivided interest in the net assets of the Fund.
Each Unit entitles the holder to the same rights and obligations as a holder of any other Unit and no

10




holder of Units is entitled to any privilege, priority or preference in relation to any cther holder of Units.
On the redemption of Units, however, the Fund may, in its sole discretion, designate paychble to the
redeeming Unitholder, as part of the redemption price any capital gain realized by the Fund in the taxation
year of the Fund in which the redemption occurred. Each helder of Units is entitled to one vote for each
whole Unit held and is entitled to participate equally with respect to any and all Distributions made by the
Fund, including distributions of Net Income and Net Capital Gains, if any. On termination or liquidation
of the Fund, the holders of outstanding Units of record are entitled to receive on a pro rata basis all of the
assets of the Fund remaining after payment of all debts, liabilities and liquidation expenses of the Fund.
The Declaration of Trust permits fractions of Units to be issued which have the same rights, restrictions,
conditions and limitations attaching to whole Units in the pmpomon which they bear to a whole Unit,
except that fractional Units do not have the right to vote '

On December 16, 2004, the Trust Beneﬂc:arias Lmb!hry Act 2004 (Ontario) came into force. This
statute provides that holders. of units of a trust are not, as beneficiaries; liable for cay act, default,
obligation or liability of the trust if, when the act or default occurs or the lability arices, (i) the trust is a
reporting issuer under the Securities.Act (Ontario), and (ii). the. trust is governed by the laws of Ontario.
The Fund is a reporting issuer in each of the provinces and tesritories of Canads, end it is governad by the
laws of Ontario by virtue of the provisions of the Declaration of Trust.

3.2 Distributions

Distributions are payable to Unitholders of record on the last Business Day of each month, to be paid no
later than the tenth Business Day of the subsequent month. Monthly cash Distributions are primarily
derived from distributions received from the Fund Investments, less estirnated expenses and estimated
taxes payable by the Fund, if eny. The Fund includes in each monthly Distribution one-third of the
quarterly distribution expected to be rwcwed ﬁ'om those Fund Investments which pay distributicas on a

quarterly basis.

The level of Distributions paid by. the Fund Iio Uni’tholdm depends upon the distributions received from
the Fund Investments and as such is expected to fluctuate from month to month. There can be no
assurance that the Fund will make any Dtstnbutwn in any parucular month or months.

The Fund has also adopted a dlsmbutmn remvestment plan pursuam to which Dlstnbuuons pand to
Unitholders may be reinvested, automatically on each Unitholders’ behalf at the option of such
Unitholder, to purchase additional Units in accordance with the plan. Nom:thstandmg the availability of
the plan, all Distributions to non-res:dent Umtholdets under the plan are pald in cash and may not be
reinvested.

Many of the issuers of the securities in which the Fu_nd invests are-entitled to tax (ﬁeductions relating to
the nature of their assets, with the result that their cash Distributions exceed the amount required to be
included in the income of the recipients. As a result, cash Distributions received by Unitholders from the
Fund in a year can exceed the amount required to be included in their income for tax purposes. The
proportion of the Distributions characterized as a return of capital will be affected by Net Capital Gains
realized by the Fund. To the extent that the Fund has received distributions from QOil & Gas Income
Trusts included in the portfolio as a return of capital that reduced the adjusted cost base of such securities
to the Fund, the Fund may realize a capital gain if such securities are sold, including on rebalancing. In
addition, the Fund may realize a capital gain on sales, including mbalancmg, if the securities of the Oil &
Gas Income Trusts sold have appreciated in value. Such capital gains will reduce the proportion of the
Distributions characterized as a return of capital.

C e
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The Fund is subject to tax under Part I of the Income Tax Act on the amount of its income for tax
purposes for the year, including net realized taxable capital gains, less the portion thereof that it claims in
respect of the amounts paid or payable to Unitholders in the year, Provided the Fund makes Distributions
in each year of its Net Income and Net Capital Gaing, and provided the Fund deducts in computing its
income the full amount available for deduction in each year, the Fund will oot generally be licble for
income tax under Part | of the Income Tax Act. In order to ensure this result, the Declaretion of Trust
provides that, if necessary, an Additional Distributable Amount will be automatically payable in ezch year
to Unitholders of record on December 31. The Additional Distributable Amount may be necessary where
the Fund realizes income for tax purposes which is in excess of the monthly Distributions paid or made
payable to Unitholders during the year. In the event that the Fund does not have cash in 2n amount
sufficient to pay the full amount of the Additional Distributable Amount, the Additional Distributable
Amount may, at the option of the Trustee, be satisfied by the issuance of additional Units having a value
equal to the cash shortfall. Following such issue of additional Units, the outstanding Units of the Fund
will be automatically consolidated on a basis such that the number of consolidated Units (before giving
effect to any redemption of Units on-such date) is equal to the number of Units outstanding immediately
preceding payment of such Additicnal Distributable Amount, except in the case of a non-resident
Unitholder if tax was required to be withheld in respect of the Distribution. Additional information
regarding tax matters is set out in gection 11.0, . :

i3 Amendment of the Declaratica of Trast
331 Amending of the Declaration of Trust by the Trustee . !

The Declaration of Trust provides that the Trustee is entnled to amend the Mlamtwn of Trust without
consent of, or notice to, the Unitholders to:’

(i) remove any conflicts or other inconsistencies which may exist between any tenms of the
Declaration of Trust and any provisions of any law, regulation or requiremesnts of any
governmental authority applicable to or affecting the Fund,;

(i)  make any change or comrection which is of a typogmphmal nature or is reqmmd to cure or
correct any ambiguity or defective or inconsistent prows:on, clerical omission, mistake or
manifest error contained therein; :

(iii)  bring the Declaretion of Trust into conformity with applicable laws, rules and policies of
Canadian securities regulators or with current practice within the securities or investment
fund industries, provided such amendments do not, in the opinion of the Manager,
adversely affect the pecuniary value of the interest of the Unitholders or restrict any
protection for the Trustee or the Manager or increase their respective responsibilities;

(iv)  maintain the status of the Fund as a “mutual fund trust” and a “registered investment” for
. the purposes of the Income Tax Act or to respond to amendments to such Act or to the
interpretation or administration thereof; or
'\ provide added protection or benefit to Unithelders.
332 Amending of the Declaration of Trust by the Unitholders
The Declaration of Trust provides that except as otherwise required by the Declaration of Trust (wilich

exceptions are summarized below), the Declaration of Trust may be amended by an Ordinary Resolution
of the Unitholders. The Declaration of Trust provides that the following may only be amended provided
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that Unitholders holding at least 1026 of the Units outstanding oa. the record daote of the meeting vote in
favour of such Ordinary Resolution for the following: -

®

(i)
(iii)

(iv)

any termination of the Management Agreement other than termination in circumstances
whemmeMmgerhasbeenmovedbymeTmsteemmmﬂwDaclmamnomet

or the Management Agreement or the Manager has resigned; .
any liquidation, dissolution or termination of the Fund;

the sale of all or substantially all of the assets of the Fund other than in the ordinary
course of business; and

anyamendmmtwtheabovepmwsmnsacemaspcmm@dbymnaclamumome

TheDeclnranonofTrus!pmv:dmthntmefoﬂwmgmayonlybemdemkcnmththeappmvalof
Unitholders by an Extraordinary Resolution: -

®
@)

(iii)
()
v)

(vi) .
(vii)

{viii)

the termination of the Trustee ar any ane of its affilistes us the trustes of tho Fund
any change in the Ilnvestment Guidelines, Rebalancing Cll-iteria ¢r Investment
Restrictions, unless such changes are necessary to ensure compliance with applicable
laws, regulations or other requirements imposed by applicable regulatory authorities from
time to time;

L'.
any material change in the Management Agreement, other than its termination;
any increase in the fee paid to the Manager, '

any amendment, modification or variation in the provisions or rigats atteching to the
Units; “

nnytsswoi‘Umts fmnctmmedsperUmtlessthanthemosﬁmcemlycalcu!adem
AssetValueperUmtpﬂortothedateofﬂxeseumgofﬂxesubscnpttonpncebythel-‘und,

anychangemlhcﬁ'equencyofcalculanngNetAssetVaimperUmttolessoﬁenthan
weekly;and .

any amendment to the above provisions , except as permitted by the Declaration of Trust.

The Declaration of Trust also provides that holders of not less than 10% of the then cutstanding Units are
entitled to requisition the Trustee to call a meeting of Unitholders for the purpose stated in the requisition.
Unitholders are also entitled to redeem Units pursuant to the terms of the Declarntion of Trust, which
redemption rights are set out in further detail in section 7.0.

34 Termination of the Fund

Pursuant to the Declaration of Trust, the Fund does not have a fixed termination date but may be
terminated at any time upon not less than 90 days written notice to the Manager from the Trustee with the
approval of Unitholders by an Ordinary Resolution, provided that Unitholders holding at least 10% of the
Units outstanding on the record date of the meeting vote in favour of such Ordinery Resolution. In
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addition to such termination upon the approval of the Unitholders, the Declaretion-of Trust also provides
that the Fund maybetenmnatedmthefol!owmgeuvmnstanoes - .

s Intheeventthatdeanagerres:gnsandnonstanagernsappmnwdbytheTrustee
within 120 days of tire Manager giving notice to the Trustee of such resignstion, the Fund
will automatically terminate on the date wlnch is 60 days following the end of such 120
day period.

. The Manager may, in its discretion, terminate the Fund without- the approval of
Unitholders if, mltsoptmon,itwouldhemmebﬁummtsoﬁheUmthom

meDeclamnouomestﬁmlwrprowdesmaSpnormaTmmaanate theManﬂgerwﬂlmstmctthe
Advisor to convert the Fund Investments to cash to the extent practicable and will satisfy or make
appropriate provision for all liabilities of the Fund. The Declaration of Trust permits that the Manager
may, in its discretion and upon not less than 30 days notice to the Unitholders, postpone the Termination
Date by a period of up to 180 days if the Advisor advises the Manager that it will be unable to convert all
of the Fund Investments to cash pricr to the original Termination Date and the Manager determines that it
would be in the best interests of the Unitholders to do s0. Upon termingtion, the Daclarction of Trust
provides that the Fund will distribute to Unitholders their pro rnata postions of the romaining asseis of the
Fund which will include cash and, to the extent liquidation of certain assets is not precticable or the
Manager considers such liquidation nottobeappmwmte pnonoﬂwTenmnah(mDate such enliguidated
assets in specie rather than incash. - -

40 VALUATION OF PORTFOLIO SECURITIES

Under the Declaration of Trust, thcca!culaﬁunof?otﬁlAssetsouaVahxauanm:stobedemmmedas
follows:

(a) thevahaeofanyeashcnhmdcrondsmsn,bﬂLdemandnote eccount receiveble, prepaid
expense, distribution, dividend or ‘other amount received (or declared to holders of record of
securities owned by the Fund on & date before the Valuation Date as of which the Total Assets are
being determined, and to-be received) and interest accrued and not yet received chall be deemed
to be the full amount theréof provided that if the Manager has determined that eny such depaosit,
bill, demand note, account receivable, prepaid expense, distribution, dividend or other amount
received (or declared to holders of record of securities owned by the Fund on a date before the
Valuation Date as of which the Total Assets are being determined, and to be received) or interest
accrued and not yet received is not otherwise worth the full amount thercof, the value thereof
shajl be deemed to be such value as the Manager determines to be the fair market value thereof;

(b)-  the value of any bonds, debentures, and other’ debt obligations shall bs valued by taking the
average of the bid and ask prices on a Valuation Date at such times as the Manager, in its
discretion, deems appropriate. Short-term investments including notes znd money market
instruments shall be valued at cost plus accrued interest;

(<) the value of any security which is listed or traded upon a stock exchange (or if more than one, on
the principal stock exchange for the security, as determined by the Manager) shall be determined
by taking the latest available sale price of recent date, or lacking any recent sales or any record
thereof, the simple average of the latest available offer price and the latest available bid price
(unless in the opinion of the Manager such value does not reflect the value thereof and in which
case the latest offer price or bid price shall be used), as at the Valuation Date on which the Total
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Assets are being determiined, all as reported by any means in common use, providad that for the
purpose of calculating the redemption amount of the Units, the value of any such listed security
will be equal to the weighted average trading pnoe over the last three Business Days of the month
in which the Redemption Date occurs;

(d) the value of any security which is traded over-tlw-céumer will be priced at the average of the last
bid and asked prices quoted by a major dealer in such securities;

(e) the value of any security or other asset foz which a market quotation is not reedily availeble will
be its fair market value on the Valuation Date on which the Total Assets are being dziermined as
determined by the Manager (generally the Manager will value such security at cost until there is a
clear indication of an increase or decrease in vahue);

(f) mymarketpﬁceWincunemyoMtthmdiandoﬂamshallbemhtedinm
Canadian currency at the rate of exchange available.to the Fund from the Custedicn on the
Valuation Date on which the Total Assets are being determined;

(®) listed securities subject to a bold penod will be valued as descnbed above with an appropnate
discount as determined by the Manager and investments in private companies and other avsets for
which no published market exists will be valued at the lesser of cost and the most recent value at
which such securities have been exchanged in an anm’s length transactien which epproximates a
mdeeﬁ'ectedmapubhshedma:ket,m}essad:ﬁe:emfanmarketvaluemo‘mmnedwbe

appropriate by the Manager; and )

(h) the value of any security or property to which, in the opinion of the Manages, the above principles

. cannot be applied (whether because no price or yield equivalent quotations nre availeble es above
provided, or for any other reason) shall be the fair market value thereof determined in good faith
msmhmannerastheManagerﬁ'omt;mewtlmeadom

5.0 CALCULATION OF NET ASSET VALUE -

PumxanttoﬂmDeclaraﬁmomest,theNetAssetVameperUnitonmyValuaﬁsnbmistobeca!wlawd
by dividing the Net Asset Value on such Valuation Date (calculated by subtrecting the aggreprte amount of
the Fund's liabilities from the Total Assets) by the total number of Units cutstanding oa such Valuation
Date. The Net Asset Value per Unit is calculated as at the close of business on each Valuation Date which
is to be, at a minimum, Thursday of each week (or if any Thursday is not a Business Day, the immediately
preceding Business Day) and the last Business Day of each month, and includes any other date on which the
Manager elects, in its discretion, to calculate the Net Asset Value per Unit.

The Net Asset Value per Unit is calculated in Canadian dollars.

6.0 PURCHASES OF FUND UNITS

61  Geners) "

The Units are listed for trading on the TSX under the 'symbél OGF.UN and may be purchased through the
facilities of the TSX. Units are freely transferable except that at no time may non-residents of Canada be
the beneficial owners of a majority of the Units. Registration of interests in and transfers of the Units are

made only through the book-entry only system operated by CDS and the Units must be purchased,
transferred and surrendered for redemption through a CDS Parnt:lpant All rights of Unitholders must be

15




exercised through, and all payments or other property to which such Unitholders are eatitled are made or
delivered by, CDS or the CDS Participant through which the Unitholder holds such Units. Upon
purchase of any Units, Unitholders receive only a customer confirmation from the registered dealer which
is a CDS Participant and from or through which the Units are purchased. Units may also be purchased by
Unitholders under the distribution reinvestment plan as described in Section 3.2 ebove.

6.2 Issner Bid

The Declaration of Trust provides that, subject to applicable law and stock exchenge requirements the
Fundmay,m:tssoledlscrenon,&omnmewumepmhase(mtheopenma:ke:orbymmanon for
tenders) Units for cancellation,

70 REDEMPTION Oi" SECURIT!ES

Suhgectwtheﬂmdsnmmmmmmmmhlw,Umemmmem
Units for redemption in accordance with the Declaration of Trust in November of exch year, provided the
Units are surrendered at feast 20 Business Days prior to the Redemption Date. The Declaretion of Trust
provides that Units surfendered for redemption will be redeemed on the Redemption Date at a redemption
price per Unit equal to the Net Asset Vatue per Unit on the Redemption Date (less any costs of funding the
redemption, including commissions). For the purposes of calculating this Net Asset Value per Unit, the
value of the units of the Oil & Gas Income Trusts will be equal to the weighted average treding price of such
security over the last three Business Days of the month of November. Payment of the redemption price will
bemadeonmbeforelhetemhsusnms[layfnﬂowmgsuchke&mpucnnm

A Unitholder who desires to exercise redempnon prmleges must do so by causing the CDS Participant
through which he or she holds Units to deliver to CDS at its office in the City of Toronto on behalf of the
Unitholder, a written notice of the Unitholder’s intention to redsem Units. A Unitholder who desires to
redeem Units should ensure that the CDS Participant is provided with notice of his or her intention to
exercise the redemption right sufficiently in advance of the Redemption Date deadline o as to permit the
CDS Participant to deliver a notice to CDS by 5:00 p.m. on the day which is at least 20 Business Days
prior to the Redemption Date.

By causing a CDS Participant to deliver to CDS'a notice of thz Unitholder’s intention to redeem Units;
the Unitholder shall be deemed to have irrevocably ‘surrendered his or her Units for redempiion and
appointed such CDS Participant to act as his or her exclusive settlement agent with respect to the exercise
of such redemption privilege and the receipt of payment in connection with the settlement of obligations
arising from such exercise, provided that the Manager may from time to time prior to the redemption date
permit the withdrawal of a redemption notice on such terms and conditions as the Manager may
determine, in its sole discretion, provided that such withdrawal will not adversely affect the Fund. Any
expense associated with the preparation and delivery.of the mdempnon notice will be for the account of
the Unitholder exercising the redemption privilege.

Any redemption notice that CDS determines to be incomplete, nm in proper form or not duly executed
shall, for all purposes, be void and of no effect and the redemption privilege to which it relates shall be
considered, for all purposes, not to have been exercised. A failure by a CDS Participant to exercise
redemption privileges or to give effect to the settlement thereof in sccordance with a Unitholder’s
instructions will not give rise to any obligations or liability on the part of the Fund or the Trustee to the
CDS Participant or the Unitholder.

The Declaration of Trust permits the Manager to direct the Trustee to suspend the redemption of Units or
payment of redemption proceeds (a) for the whole or any part of a period during which normal trading is
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suspended on one or more stock exchanges, options exchanges or futures exchenges on which more than
50% of the Oil & Gas Income Trusts included in the Fund Investments (by value) are listed end traded; or
(b) for any period not exceeding 120 days during which the Manager determines that conditions exist
which render impractical the sale of assets of the Fund or which impair the ability of the Manager to
determine the value of the assets of the Fund. The suspension may apply to all requests for redemption
received prior to the suspension, but for which payment has not been mede, as well as to all requests
received while the suspension.is in effect. In such circumstances all Unitholdzrs sholl have, and shall be
advised that they have, the right to withdaw their requests for redemption. . The suspension shall
terminate in any event on the first Business Day on which the condition giving rise to the suspension has
ceased to exist provided that no other condition under which a suspension is authorized then exists. To
the extent not inconsistent with official rules and regulations announced by any government body having
Jjurisdiction over the Fund, any declaration of suspension made by the Manager shall be coactusive.

On the redemption of Units, the Fund may, in its sole discretion, designate payrble to the redeeming
Unitholder, as part of the redemption price eny capital gam mehzedbylheFmdmthemamnymrof
the Fund i mn which the redemption eccurred.

bzt

806 RESPONSIBILITY FOR OPERATIONS
8.1 Manager

The Declaration of Trust provides that that Tmstee shall appoint'oa; retain 8 menager to manage the
business and affairs of the Fund.: The Trustee has appointed the Manager pursuent to the terms of the
Declaration of Trust and the Management Agreement.

Brompton Funds Management Limited was formed pursuant to the Business Carporaticns Act (Ontario)
by articles of amalgamation dated October 27, 2006. Its head office is at Suite 2930, Bay Wellington
Tower, BCE Place, 181 Bay Street, Toronto, Ontario M5J 2T3. Its telephone number is (416) 642-6500
and its e-mail address is info@bromptongroup.com. The Manager was organized for the purpose of
managing and administering closed-end investment ﬁmds mcludmg the Fund and is a member of the

Brompton Group of Companies.

Pursuant to the Management Agmemem, the Manager is responsible for providing, or causing to be
provided, management and administrative services and facilities to the Fund, and may delegate certain of
its powers to third parties at no additional cost to the Fund where, in the discretion of the Manager, it
would be in the best interests of the Fund and the Unitholders to do so.

wl

8.1.1 Management Fee

In consideration for these services, the Fund pays the Manager a Management Fee and reimburses the
Manager for all reasonable costs and expenses incurred by the Manager on behalf of the Fund. The
Manager receives 8 Management Fee equal to-0.45% per annum of Net Asset Value of the Fund,
calculated and payable monthly in arrears, plus-applicable taxes. The Manager is responsible for paying
the fees payable to the Advisor out of the Management Fee.

The Management Fee may be paid in cash or Units at the option of the Manager. To the extent that the
Units are issued from treasury for this purpose, Units will be issued at their Net Asset Value per Unit.
The Fund reserved 2 million Units for issuance from Treasury to the Manager as payment of the
Management Fee for a period of ten years from the date of closing of the initial public offering of Units.
At the end of the ten year period or upon issuance of all of the Units reserved for payment to the Manager,
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purpose. During 2006, all fees were paid in cash. -~

8.1.2 Service Feg

The Manager is paid a Service Fee by the Fund for paying the fees payable to dealers based on the
number of Units held by clients of such dealers at the end of each relevant quarter. The Service Fee
(calculated quarterty and paid as soon as practicable afier, the end of each.calendar quarter) is equal to
0.30% per annum of the Net Asset Value of the Fund represented by the Units held et the end of the
relevant quarter by clients of dealers, plus applicable taxes,

813 Termination of the Management Agreement

The Management Agreement may be terminated’ at any time by the Fund on %0 days written notice with
the approval of the Unitholders by an Ordinary Resolution passed at a duly convened mecting of
Unitholders called for the purpose of considering such Ordinary Resolution, prov:ded that Unitholders
holding at least 10% of the Units outstanding on the record date of the. meeting vote in favour of such
Ordinary Resolution. The Management Agreement may also be termmated .

. bytthundatanytimemmdayswdnennotioemtheManagerin!heeventofme
persistent failure of the Manager to perform its duties and discharge its obligations under
the Management Agreement, or the continuing 'malfeasance or misfessance of the
Manager in the performance of its duties under the Management Agreement;

° on 10 days written notice to the Manager for an uncured breach of the Management
Agreement following written notice of such breach by the Trustee;

® by the Fund immediately in the event of the commission b'y-th.e Manager of any
fraudulent act; and

° automatically, if the Manager becomes bankmpz. msolvent o&' makes a generel assignment
for the benefit of its creditors.

The Manager may resign upon 120 days notice t9 the Tmstee and may assign the Management
Agreement to an affiliate of the Manager at any time. .

8.14 Directors ard Officers of the Maaager

The name, municipality of residence, posmon with the Manager and prmclpal occupation of each of the
directors and officers of the Manager are setout:

Name and Municipality of Residence  Principal Occupation and Positiens Held Duging ¢i:e Last 8 Years,

and Paosition with the Manager including Pesttions beld with Affillated Entitics of ¢he Manager

P. MICHAEL NEDHAM Managing Director, Newport Partners LP, which is in the business of
Toronto, Ontario providing intcgrated personal and corporate wealth management, since
Director July 2005; Managing Director, Newport Partners Inc. from July 2002

to hily 2005 President, Newport Securities Inc. from September 2001
to July 2002,
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Name and Municipality of Residence
and Positton with the Manager

PETER A. BRAATEN
Toronto, Ontario
Chairman and Director

JAMES W. DAVEE ¥
Toronto, Ontario
Chairman of the Audit
Committee and Director

ARTHURR.A. SCACE“"”‘”

KEN S, WOOLNERH®
Calgary, Alberta
Lead Director

RAYMOND R. PETHER
Toronto, Ontario
Chief Executive Officer

MARK A. CARANCI
Toronto, Ontario
President

Cralc T. KixucHn
Toronto, Ontario
Chief Financial Officer

DaAviD E. ROODE
Toronto, Ontario
Senior Vice President

MOYRA E. MACKAY
Toronto, Ontario
Vice-President and Secretary

LORNE ZEILER
Toronto, Ontario
Vice-Presidem

JESSICA LEUNG
Toronto, Ontario
Controller

Principal Oeenpation and Posttions Held During the Last 8 Years,
inctuding Pesiiions held with Affiliated Entitlcs of the Mangocr

Chairman, Brompton Group Limited, o financial cervices campany,
since December 2006; Chairman, Bmmptonl.umtedfmmNovember
2000 to December 2006. . .

Corporate Director since June maz; Menaging Director, RBC
Dominion Securities Inc. from June 1999 to June 2002.

Co:pma:eDirecﬁnsineeM&chZﬂﬂﬂ;CwnseLMnCaﬁhyTé&mﬂt
LLP from November 2003 to February 2005; Purtner, McCarthy
Tétrault LLP frem 1972 to November 2003,

Corporate Director since February 2006; Executive Chairman, White
Fire Energy Lid. from April 2005 to February 2006; President & Chief
Executive Officer, Lightoing Energy Ltd. from December 2001 to
April 2003,

President and Chief Executive Officer, Brompion Group Limited, o
financial services company, since Dacember 2005; President attd Chief
Exccutive Officer, Brompton Limited from April 2001 to Dacember
20086.

President, Brompion Funds since February 2006; Chief Financial

'Omw,mnmpwn!.inﬁted from November 2080 to Janusry 2006,

H . . ‘3 § . o
Chief Financial Officer, Brompton Funds gince Februnry 2005; Vice-
President, Brompton' Limited from August 20604 to Januay 2006;

. Controllcr, Brompton Limited from February 2002 to August 2004,

Senior Vice-President, Brompton Funds since Februsry 2005, Senior
Vice President Brompton Limited from May 2005 to January 2006;
Vice President, Brompton Limited from September 2002 to May 2008;
Analyst for a financial services orgamization from 1998 to 2001.

Vice-President &' Corporate  Secretary, Brompton Funds since
February 2006; Vice President & Corporate Secretary, Brompton
Limited from May 2000 to January 2006.

Vice-President, Brompton Funds since February 2006; Vice President,
Brompton Limited from September 2004 to January 2006; Senior
FmanmalAnslysl.AssachdnsmySewmsﬁmMMmm
Senior Relationship Manager, Scotiabank from 1998 to 2003.

Controiler, Brompion Funds, since February 2006; Controller,
Brompton Limited from Fcbruary 2005 1o January 2006; Manager,
Emst & Young LLP from October 2000 to January 2005.
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Name and Municipaiity of Resldenee  Prineipal Occupation and Positions Held During the Lect 3 Years,
and Pesition with the Manager . . induding Pesitions beld with Affilisted Entitics of the Menager
ANN WONG " Controfler, Brompton Funds since Februcry 2006; Comtroller,
Toronto, Ontario Brompton Limited from Sepiember 2005 to Jomusry 2005; Senior
Controlter ' Mamager, Treastry Fimance Group Canadian Imperial Bk of
a Commerce from June 2004 'to  September 2005; Manager,
hwatcrhouseCoomeLPﬁmnSeptembaZBOltolmlﬁM
Cimxsmrumcuum .. AsmsmntV:cePrcmdmt.BrmnpmnFundseimeMmthzeﬂﬁ- Manager
Toronto, Ontario Commercial Banking, CIBC Commerciz] Banking from September

Assistant Vice President

JANET TOFFOLO
Toronto, Ontario
Assistant Vice President

2003 to February 2006; Associate, CIBC Commzrcis! Banking from
October 2002 to August 2003; Rescarch Associcte, UBS Securities

_‘ (Canada) from May 2001 to August 2092

Assistamt Vice President, Funds gince Jonuory 2007;
Manager, Head Treder AGF Funds Inc. from Jonuory 1995 to June
2005,

Notes:

o Independent directer. ; R
@ MaubaofmeCapomaGovmeeComndm ' . T T
@ Member of the Audit Commitiee. | L

8.2 Adviser

The Declaration of Trust provides that the Manager shail, on behalf of the Trust, retain on Advisor to make
investment decisions with respect to the Fund Property, in accordance with the Investment Guidghines and
the Rebalancing Criteria and subject to the Investment Restrictions. The Manager has retained the Advisor
pursuant to an Advisory Agreement entered into between the Manager, the Fund and the Advisor dated as of
October 4, 2004 to provide such services to the Fund, in accordance with the terms of the Declaration of
Trust. The Advisor’s principal office is located at Suite 2930, Bay Wellmgton Tower, BCE Plece, 181 Bay
Street, Toronto, Ontario. The Advisor is registered in Ontario as a limited market dealer and ea investment
counse] and portfolio manager. The Advisor may, pursuant to the terms of the Advisory Agreement,
delegate any of its functions, powers, responsibilitics and duties to any of its affiliates.

Advisory Fee

Pursuant to the terms of the Advisory Agreement the Manager pays the Advisor an cdvisory fee and the
Fund reimburses the Advisor for all reasonable cosmmdexpenses incurred by the Advisor on behalf of
the Fund.

8.2.1

8.2.2 Termination of the Advisory Agreemem ' |

The Advisory Agreement will automatically terminate on the Termination Date set out in the Declaration

of Trust. The Manager, on behalf of the Fund, may also terminate the Advisory Agreement: ,
. atanytimeon%dayswﬁttgn‘notioetotheAdvisor;

. on 10 days written notice to the Advisor for an uncured breach of the Advisory
Agreement by the Advisor following written notice of such breach by the Manager on
behaif of the Fund;
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® on 30 days written notice to the Advisor in the event of a persistent failure by the Advisor
to perform its obligations and covenants and discharge its obligations and covenants
under the Advisory Agreement;

° immediately in the event of insolvency or liquidation of the Advisor or if the Advisor
becomss bankrupt or passes & resolution approving its liquidation, winding-up,
dissolution or deemed dissolution 'or makes a general assignment for the benefit of its
creditors or if the Advisor ceases to be registered as an advisor in the category of
investment counsel/portfolioc manager under the Securities At (Cantario); or

. immediately in the event of the commission by the Advisor of any fraudulent act in the
performance of its duties under the Advisory Agreement or if there has been any
misrepresentation by the Advisor in the Advisory Agreement.

The Advisory Agreement may be terminated by the Advisor;
® at anry time on 90 days written notice to the Manager;

L on 10 days written notice to the Manager and the Fund for an uncured breach of the
Advisory Agreement by the Manager or the Fund following written notice of such breach
by the Advisor to the Manager and the Fund;

. on 30 days written notice to the Manager in the eveat of a persistent failure by the
Manager to perform its obligations and covensnts and discharge its obligations and
covenants under the Advisory Agreemeny; o

. immediately in the events of insolvency or liquidation of the Fund or if the Fund becomes
bankrupt or passes 8 resolution approving its winding-up or dissolution or deemed
dissolution or makes a general assignment for the benefit of its creditors,

83 Trustee

Computershare Trust Company of Canada is the Trustee of the Fund and is responsible for certain aspects
of the administration of the Fund as described in the Declaration of Trust. The address of the Trustee is
100 University Avenue, 11® Floor, Toronto Ontario MSJ 2Y1.

8.4 Custodian

The Declaration of Trust provides that the Manager shall, on behalf of the Fund, appoint a Canadian
chartered bank or trust company to act as custodian of the Fund Property and authorizes the Custodian,
pursuant to the terms of a Custodian Agreement, to provide various safekeeping and custodial services
relating to the Fund Property. The Manager has appointed RBC Dexia Investor Services Trust as
Custodian of the Fund Property pursuant to the terms of a Custodian Agreement entered into by the
Manager, on behalf of the Fund, and The Royal Trust Company dated as of October 4, 2004, as assigned
by The Royal Trust Company to the Custodian as of December 23, 2005. The zddress of the Custedian is
77 King Street West, Toronto, Ontario MSW 1P9.
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8.4.1 Coustodian Fecs -

In consideration for its services, the Fund pays to the Custedian such compensation &3 agreed vpon in
writing between the Manager and the Custodian from time to time and reimburses the Custodian for all
reasonable costs and expenses incurred by the Custedian on behalf of the Fund.

8.4.2 Termination of the Custodlan Agreement

The Custodian Agreement may be terminated by either party without penalty at any time on 60 days prior
written notice. Prior notice is not required and termination will be immediate if:

. either party is declared bankrupt or shall be insolvent;

° the assets or the business of either party shall become liable to seizere or conficcation by
any public or governmental authority; or

° the Manager's powers and authorities to act on behsaif of or represent the Fund have been
revoked or terminated.

85  Valuation Services

The Manager, on behalf of the Fund, has appointed RBC Dexia Investor Services Trust to provide the
Fund with valuation services. Such services include the calculation of the Fund’s weekly Net Asset
Value, calculated in eccordance with the Fund's valuation parameters described in section 4.0.

8.6  Auditor, Registrar, Transfer Agent and Distribution Agent

The auditors of the Fund are PricewaterhouseCoopers LLP, Chartered Accountants, Suite 3630, Royal
Trust Tower, Toronto-Dominion Centre, 77 King Street West, Toronto, Ontario M5K 1G8. The ouditors
of the Fund can be changed by an Ordinary Resolution of the Unitholdsrs. Computershare Trust
Company of Canada is the registrar, transfer agent and distribution agent for the Units, The register and
transfer ledger for the Units is kept by the Trustee at its principal stock and bond transfer offices located
in Toronto.
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9.0 CONFLICTS OF INTEREST
9.1 Principal Holders of Secarities and Afiillated Entitles
The Manager is an affiliated entity of the Advisor as'set forth in the following diagram:

Brompton Group
Limited
55% . 160%
Brompion Funds LP Brompion Copital
16076
Bromptan Funds
Muonogement Limited

Mr. Braaten indirectly controls Brompien Group Limited (“BGL™). Directors and officers of the Mmuyer, including Mr. Bracten, mdireetly
owns of record and beneficially on cggregate of more than 95% of the thares of BGL.

BGL owns of recard cad beneficially 55% of the partnerchip interests of Bromptos Funds LP (“BFLP”) and, owns indirocily, 55% of the thares
of the general partner of BFLP. BFLP owns of record arcd beneficially ol of the voting secwities of the Monagzr.

The remaining 45% of the parteership interests of BFLP and 45% of the chares of the gensral patner of BFLP cro owesd of wcord cod
beneficinlly by Newpont Partrers Holdings LP which aleo cantrols Newport Partiern LP. Mr. Nedham, o directer of the Mooy, is o menaging
director of Newport Partners LP.

In addition, Brompton Capital Advitors Inc., the Advisor, is wholly ownsd by BGL. Mr. Pether holds the offico of Chairme: of the Advisor, Mr.
Caranci holds the office of Executive Vice President of the Advitor ond Ms. Meciay holds the office of Vice President cnd Corporcte Secretary
of the Advisor, '

The amount of fees received by the Manager including the advisory fee, is contained in the audited
financial statements of the Fund. More information on remuneration of the Manager and the Advisor is
set out in sections 8.1.1 and 8.2.1, respectively.

The Declaration of Trust acknowledges that the Trustee may provide services to the Fund in other
capacities, provided that the terms of any such arrangements are no less favourable to the Fund than those
which would be obtained from parties which are at arm’s length for comparable services. The services of
the Custodian and the officers and directors of the Custodian are not exclusive to the Fund. The
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Custodian and its affiliates and associates (as defined in the Securities Act (Ontario)) may, at any time,
engage in any other activity.

The Manager and the Advisor and their directors and officers engage in the promotion, management or
investment management of one or more funds or trusts which invest primarily in income funds. The
Advisor acts as the investment advisor or administrator for other funds and may in the future zct as the
investment advisor to other funds which invest in Income Funds and which are considered competitors of
the Fund. The services of the Manager are not exclusive to the Fund.

In addition, the directors and officers of the Manaper and the Advisor may be directors, officers,
shareholders or unitholders of one or more issuers in which the Fund may scquire securities. The
Manager, the Advisor or their affiliates may be a manager of one or more issuers in which the Fund may
acquire securities and may be managers or administrators of funds that invest in the scime securities as the
Fund. Although none of the directors or officers of the Manager or the Advisor will devote his or her full
time to the business and affairs of the Fund, cach director and officer of the Manager or the Advisor will
devote as much time as is necessary to supervise the management of (in the case of the directors) or to
manage the business and affairs of (in the case of officers) the Fund, the Manager cnd the Advisor, as
applicable.

10.0 FUND GOYERNANCE

Brompton supports good governance practices for its funds. The Fund is managed by the Manager and
consequently, the Board of Directors and committees referred to are the Board and commitiees of the
Manager.

The Board is responsible for the overall stewardship of the business and affairs of the Fund. The Fund
has Investment Objectives and Investment Guidelines which are set out in the Declaration of Trust.

The Board consists of 5 directors, 3 of whom are independent of management. Details regarding the
names, principal occupations and committee memberships of the Board are set out in section 8.1.4. The
Board believes that the number of directors is- appropriate ard only non-management directors are
compensated. Amounts paid as compensation to the directors are reviewed annually to ensure they
realistically reflect the responsibilities and risk involved in being an effective director. The Board has
appointed a Governance Committee which is responsible for making recommendations to the Board with
respect to developments in the area of governance end practices of the Board. Individual directors may
engage an outside edvisor at the expense of the Fund subject to the approval of the Governance
Committee.

To assist the Board in monitoring the Fund’s financial reporting and disclosure, the Board has established
an Audit Committee. The Audit Committee consists of 3 members, all of whom are independent. The
responsibilities of the Audit Committee include, but are not limited. to, review of the Fund’s financial
statements and the annual audit performed by PricewaterhouseCoopers LLP (“PWC”), the auditor of the
Fund; oversight of internal control and of the Fund’s compliance with tax laws and regulations. PWC
reports to the Audit Committee and the Audit Committee and PWC have direct communication channels
to discuss and review specific issues as appropriate.

The Board is responsible for developing the Fund’s approach to governance issues and, together with the
Manager, is evolving a best practices governance procedure. To ensure the proper management of the
Fund and compliance with regulatory requirements, the Board of Directors has adopted policies,
procedures and guidelines relating to business practices, risk management control, and internal conflicts
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of interest. As part of managing its business practices, the Board has adopted a Whistleblower Policy, a
Privacy Policy and a Proxy Voting Policy.

The Whistleblower Policy establishes a procedure for the receipt, retention and treatment of complaints
regarding accounting, intemal accounting controls and auditing matters pertaining to the Fund. The
Privacy Policy dictates the manner in which the Manager may collect, use and disclose personal
information regarding the Unitholders. The Proxy Voting Policy is described in section 10.1. As part of
its risk management, the Board has adopted a Disclosure Policy. The Disclosure Policy sets out
guidelines that aim to ensure that complete, accurate and balanced informatica is disclosed to the public
in a timely, orderly and broad-based manner in accordance with securities laws and regulations. As part
of managing potential internal conflicts of interest, the Board has edopted a Code of Business Ethics and
an Insider Trading Policy. The Code of Business Ethics and Insider Trading Policy, address, among other
things, ethical business practices and handling of material information and purchasing or selling of
securities by insiders.

As a result of the new legislation introduced in late 2006, the Manager intends to appoint an Independent
Review Committee in 2007 to deal with potential conflict of interest matters between the Manager and the
Fund,

The Manager maintains a website for the Fund at www.bromptongroup.com. The mandate of the Board
is available on the website. The Fund has an investor relations line to respond to inguiries
Unitholders. :

10.1 Proxy Voting Policy ‘

The Fund has delegated to the Advisor responsibility to exercise the voting rights attached to the
securities held by the Fund and it is the Advisor’s policy to seek to ensure that proxies for securities held
by the Fund are voted consistently and in the best interests of the Fund.

The Fund, through the Advisor, has engaged the services of Institutional Shareholder Services (“ISS™) to vote
the proxies related to the securities held by the Fund and to provide information relating to such voting for the
purpose of providing the necessary reporting by the Fund. The Advisor has edopted the ISS 2006 Canadian
Proxy Voting Guidelines (“Policy™). In the case of routine matters, which includes ratification of auditors and
financial reporting, the Policy generally allows for voting in favour of management’s reconrmendation unless
ISS believes it would be in the best interests of the Unitholders to vote against the resoluticn. In respect of
non-routine matters such as mergers and corpomte restructurings, capital restructuring, executive and director
compensation, matters are deait with on a case-by-case basis with the best interests of the Unitholders in mind
at all times. In circumstances where the Adviser becomes aware of a conflict of interest, the Advisor will
defer to the Policy.

The policies and procedures that the Fund follows when voting proxies relating to portfolio securities are
available on request, at no cost, by calling the Manager at (416) 642-6000 or by writing to the Manager at
its head office at Suite 2930, Bay Wellington Tower, BCE Place, 181 Bay Street, Toronto, Cntario M5J
2T3.

The Fund’s voting record for the most recent period ended June 30 of each year is available free of charge
to any Unitholder of the Fund upon request at any time afier August 31 of that year. The Fund has made
its proxy voting record available on its website at www.bromptongroup.com




10.2  Use of Berivatives

The Declaration of Trust allows the Furd to invest in or use derivative instruments for hedging purposes
consistent with the Investment Guidelines and Rebalancing Criterin and subject to the Investment
Restrictions. Any counterparty in a transaction involving derivative instrumenis (whether & clearing
corporation in the case of exchange treded instruments or another party in the casg of over-the-counter
instruments) shall have a rating of “A” or better by Standard & Poor’s, a division of The McGraw-Hill
Companies, Inc. or have an equivalent rating from another rating agency.

103  Seenrities Lending

In order to generate edditional returns, the Manager has entered into written securities lending sgreement
(a “Securities Lending Agreement™) on behalf of the Fund with the Custodian, as egent for the Fund, to
administer any securities lending transaction for the Fund.

The Manager manages the risks associated with securities leﬁdjng by requiring the Custedian, pursuant to
the Securities Lending Agreement, to:

. Enter into securities lending, repurchase or reverse purchase transactions with reputable and well-
established Canadian and foreign brokers, dealers and institutions (“counterparties™);

. Maintain internal conu'ols, procedures end records including a list of approved counterparties
based on generally eccepted creditworthiness stendards, transaction and credit limits for each
counterparty and collateral diversification standards;

. Establish daily the market value of both the securities loaned by the Fued under a securities
lending transaction o7 sold by the Fund under a repurchase transcction and the cash or collateral
held by the Fund. If on any day the market value of the cash or collateral is less than 102% of the
market value of the borrowed or sold securities, the Custodian will request thet the counterparty
provide additional cash or collateral to the Fund to make up the shortfall;

. Ensure that no more than 50% of the Total Assets of the Fund are cut on loan ot one time; and

e Ensure that the collateral to be delivered to the Fund is one or more of cash, qualified securities or
securities immediately convertible into, or exchangeable for, securities of the same issuer, class or
type, and same term, if applicable, as the securities being loaned by the Fund.

The transaction may be terminated by the Fund at any time and the loaned securities recalled within the
normat and customary settlement period for such transactions.

The Manager has written procedures that set out the objectives, goals and risk management practices with
respect to securities lending arrangements which are reviewed annually by the Board of Directors. The
Securities Lending Agreement is approved by the Board of Directors of the Manager and securities
lending arrangements and risks are monitored by the Manager. The Custodian conducts simulations to
test the portfolio under stress conditions.

11.0 INCOME TAX CONSIDERATIONS
The following is a summary of the principal Canadian federal income tax considerations under the

Income Tax Act with respect to the acquisition, ownership and disposition of Units generally applicable
as at the date of this annual information form to you if you are an individual (other than a trust) and, for
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the purposes of the Income Tax Act, are resident in Canada, deal at arm’s length with the Furd end hold
Units as capital property. .

Generally, Units will be considered to be capital property to a Unitholder provided that the Unitholder
does rot hold Units in the course of carrying on a business of buying and selling securities and has not
acquired Units in one or more transzctions considered to be an adventure in the nsture of trede.  Certain
Unitholders who might not otherwise be considered to hold their Units as capital property may, in certain
circumstances, be entitled to have Units treated as capital property by making the irrevecable ¢lection
pemmitted by subsection 32(4) of the Income Tax Act.

This summary is based upon the current provisioas of the Income Tax Act, the Tex Proposals and
counsel’s understanding of the current administrative prectices of CRA. This summary assumes that the
Tax Proposals will be enacted as proposed. Except for the Tax Proposals, this summary does not toke into
account or anticipate any changes in the law, whether by way of legislative, governmental o7 judicial
decision or ection, nor does it take into sccount provincial, temritorial or foreign tax legisletion or
considerations, There is no assurance that the Tax Proposals will be enacted in the form proposed or at
all,

This summary is not exhaustive of all possible Censdian federal income tax considerations applicable to
an investment in Units and does not describe the income tax considerations relating to the deductibility of
interest on money borrowed to acquire Units. Moreover, the income and other tax consequences of
acquiring, holding or disposing of Units will vary according to the status of the Unitholder, the province
or provinces in which the Unitholder resides or carries on business erd, generally, the Unitholdsr’s own
particular circumstances. Accordingly, the following description of income tax matters is of a general
nature only and is not intended to constitute advice to any particular Unitholder. Prospective Unitholders
should consult their own tax advisors with respect to the income tax consequences of investing in Units,
based upon the Unitholder’s particular circumstances.

This summary is based on the assumption that the Fund will qualify at all times as a “unit trust” and a
“mutual fund trust” within the meaning of the Income Tax Act. In order to eo qualify, the Fund must
comply on a continucus basis with the Investment Restrictions, and certain minimum distribution
requirements relating to the Units. In the event the Fund were not to qualify as a mutual fund trust at any
time, the income tax consequences described below would in some respects be materially different.

This summary is also based on the assumption that none of the issuers of the secutities comprising the
portfolio will be foreign affiliates of the Fund or of any Unitholder and that noae of the securities
comprising the portfolio will be tax shelter investments or tracked interests oz participating interests, other
than exempt interests, in foreign investment entities under the proposals to amend the Income Tax Act
reteased as part of Bilt C-33 (or such proposals as amended or enacted or successor provisions thereto).

11.1 Tanation of the Fond

The Fund is subject to tax in each taxation vear under Part I of the Income Tax Act on the amount of its
income for the year, including the taxable portion of Net Capital Gains, less the portion thereof that it
claims in respect of the amounts paid or payable to Unitholders in the year. Provided the Fund makes
Distributions in each year of its Net Income and Net Capital Gains, and provided the Fund deducts in
computing its income the full amount available for deduction in each year, the Fund will not generally be
liable in such year for income tax under Part I of the Income Tax Act.

With respect to an issuer included in the portfolio that is a trust, the Fund will be required to include in its
income such portion of the Net Income and the taxabie portion of Net Capital Gains of such issuer as is
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paid or becomes payable to the Fund in the year, notwithstanding that certain of such amounts may be
reinvested in additional units of the issuer. Provided appropriate designations are mede by the issuer, any
net taxable capital gains realized by the issuer and taxeble dividends received by the issver from taxable
CanadiancorporationsthaxarepaidorbmomepayabletotheFundandaredssigxmtedbyﬂwissuerin
respect of the Fund will effectively retain their character as such in the hands of the Fund.

The Fund will generally be required to reduce the edjusted cost base of the units of such issuer to the
extent that all amounts paid or payable in o year by the issuer to the Fund exceed the sum of the smounts
included in the income of the Fund for the year ard the Fund’s share of the non-taxable portioa of capital
gains of such issuer for the year. To the extent that the adjusted cost base to the Fund of a unit of such an
issuer would otherwise be less than zero, the negative amount will be deemed to be a capital gain realized
by the Fund and the Fund’s cdjusted cost base of such unit will be increased by the amount of such
deemed capital gain. ‘

With respect to an issuer included in the portfolio that is a limited partnership, the Fund will be required
to include or, subject to certain restrictions, will be entitled to deduct, in computing its incone, its share
of the Net Income or loss for tax purposes of the isseer allocoted to the Fund for the fiscal period of the
issuer ending in the Fund’s taxation year, whether or not a distribution is received. In general, the
adjusted cost base to the Fund of the interest in such an issuer at a particular time will be equal to the
actual cost of such interest plus the share of the income and capital gains of the issuer alloseted to the
Fund for fiscal periods of the issuer ending before the particular time less the shaye of losses and capital
losses of the issuer allocated to the Fund for fiscal periods of the issuer ending before the paricular time,
and less the Fund's share of any distributions received from the issuer before the pasticular time. If the
adjusted cost base to the Fund of the interest in such an issuer would otherwise bz less than zero, the
negative amount will be deemed to be a capital gain realized by the Fund and the Fund's adjusted cost
base of such interest will be increased by the amount of such dzemed capital gain.

The Fund will also be required to include in its income for each taxation yeer, all interest that accrues to it
to the end of the year, or becomes receivable or is received by it before the end of the year, except to the
extent that such interest was included in computing its income for a preceding taxation year.

In computing its income for tax purposes, the Fund may deduct reasonsble administrative and other
expenses incurred to eam income, generally including interest on borrowed funds used to purchase
securities to be included in the portfolio. -

Upon the actual or deemed disposition of a security included in the portfolio, the Fund will realize a
capital gain (or capital loss) to the extent that the proceeds of disposition, net of any reasonable costs of
disposition, exceed (or are less than) the adjusted cost base of such security provided such security is
capital property to the Fund. The Fund hed made an election under subsection 39{¢) of the Income Tax
Act so that all securities included in the portfolio that are Canadian securities (as defined in the Income
Tax Act) will be deemed to be capital property to the Fund.

On October 31, 2006, the Minister of Finance (Canada) announced new Tax Proposals which, if enacted,
would modify the taxation of certain flow through entities including certain partnerships and income
trusts, referred to as “specified investment flow-throughs™ or “SIFTs”. The October 31, 2006
announcement was followed by the release of draft legislation by the Department of Finance on
December 21, 2006 (the “2006 Proposed Amendments”), As cumently drafied, the 2006 Proposed
Amendments will generally not apply to income trusts, the units of which were publicly traded as of
October 31, 2006, until January 1, 2011 provided that there is no undue expansion of the trust in the
intervening period. The 2006 Proposed Amendments will apply to a trust that became publicly-traded
after October 31, 2006 beginning with the 2007 taxation year. The 2006 Proposed Amendments will
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apply to a SIFT trust and will apply a tax at the trust level on distributions of certain income (other than
income which is a taxable dividend received by a SIFT trust) from such SIFT trust at a rate of tax
comparable to the combined federal and provincial corporate tax rate. Such distributions will be treated as
taxable dividends to the SIFT trust’s unitholders.

The 2006 Proposed Amendments characterize a trust as a8 SIFT trust if the trust meets all the following
criteria: (i) the trust is resident in Canada; (ii) the units of the trust are listed on a stock exchange or other
public market; and (iii) the trust holds one or more "non-portfolio properties”.

Non-portfolio property of a trust includes certain Canadian real and resource properiies, property that the
trust (or a non-arm’s length person or partership) uses in the course of carrying on a business in Canada,
and investments in certain “subject entities”. A subject entity is defined in the 2006 Proposed
Amendments to include a trust resident in Canada, a corporation resident in Canada and a “Canadian
resident partmership™ as defined in the 2006 Proposed Amendments. An investment by a trust in a subject
entity will be a non-portfolio property if the investinent meets either (or both) of the following tests:

. The trust holds securities of the subject entity that have a total fair market value that is greater
than 10% of the subject entity's “equity velue”. For this purpose the equity value of a subject
entity is generally equal to the total fair market value of equity interests in the subject entity
(which excludes debt in the subject entity and, for the purposes of a subject entity that is a trust, is
generally the total fair market value of all of the income and capital interests in the trust); and

& The trust holds securities of the subject entity that, together with all of the securities that the trust
holds of entities affiliated with the subject entity, have a total fair market value that is greater than
50% of the equity value of the trust itself. For this purpose, a trust’s equity value is the total fair
market value of all of the income anrd capital interests of the trust.

Assuming that the final legislation enacts the 2006 Propesed Amendments as currently drafled: (i) it is
unclear whether any of the Fund properties will constitute a “non-portfolio property” and, consequently,
whether the Fund will be a SIFT; (ii) it is expected that certain Income Funds in which the Fund holds
units will be SIFTs; and (iii) it is expected that distributions received by the Fund which have been
subject to the new distribution tax will be characterized as taxable dividends received from a taxable
Canadian corporation. Provided that appropriate designations are made by the Fund, that portion of its
taxable dividends deemed to be received from taxable Canadian corporations as is paid or payable to a
Unitholder will effectively retain its character and be treated as such in the hands of the Unitholder for
purposes of the Income Tax Act. . .

No assurance can be given that the final legislation implementing the 2006 Proposed Amendments will be
consistent with the foregoing or that Canadian federal income tax law respecting income trusts and other
flow-through entities will not be further changed in a manner which adversely affects the Fund and its
Unitholders.

11.2  Taxation of Unithelders

A Unitholder will generally be required to include in income for a particular taxation year of the
Unitholder such portion of the Net Income, including the taxable portion of the Net Capital Gains, of the
Fund for a taxation year as is paid or becomes payable to the Unitholder in that particular taxation year,
whether received in cash or reinvested in additional Units. Provided that appropriate designations are
made by the Fund, such portion of the net realized taxable capital gains of the Fund and the taxable
dividends received or deemed received by the Fund on shares of taxable Canadian corporations as is paid
or becomes payable to a Unitholder will effectively retain its character and be treated as such in the hands
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of the Unitholder. To the extent that amounts are designated as taxable dividends from taxable Canadian
corporations, the normal gross-up and dividend tax credit rules will apply. An enhanced divided tax
credit may be available to individual unitholders in respect of certain “cligible dividends”. Any loss of
the Fund for purposes of the Income Tax Act cannot be allocated to, and cannot be treated as a loss of, the
Unitholders.

The non-taxable portion of Net Capital Gains of the Furd that are paid or become payable to a Unitholder
in a year will not be included in computing the Unitholder’s income for the year. Any other amount m
excess of a Unitholder’s share of the Net Income of the Fund for s taxation year that is paid or becomes
payable to the Unitholder in such year will not generally be included in computing the Unitholder’s
income for the year but will reduce the edjusted cost base of Units to the Unitholder. To the extent that
the adjusted cost base of a Unit would otherwise be less than zero, the negative amount will be deemed to
be a capital gain realized by the Unitholder from the disposition of the Unit and the Unitkolder’s cdjusted
cost base will be increased by the amount of such deemed capital gain.

The Net Asset Value per Unit will reflect any income and gains of the Fund that have accrued or been
realized but have not been made payable at the time Units are acquired. A Unitholder who ecquires Units
may become taxable on the Unitholder's share of such income and gains of the Fund.

Any additional Units acquired by a Unitholder on a reinvestment of Distributions from the Fund will have
an initial cost to the Unitholder equal to the amount of the Distribution so reinvested. In computing the
adjusted cost base of a Unit so acquired, the cost of such Unit must be averaged with the adjusted cost
base of all other Units then held by that Unitholder as capital property. If a Unitholder participates in the
distribution reinvestment plan and the Unitholder acquires a Unit from the Fund at a price that is less than
the then fair market value of the Unit, it is the administrative position of the CRA that the Unitholder
must include the difference in income and that the cost of the Unit will be correspondingly increased.

Upon the disposition or deemed disposition by a Unitholder of a Unit, whether ca a sale, redemption,
repurchase or otherwise, a capital gain (or capital loss) will be realized by the Unitholder to the extent that
the proceeds of disposition, net of any reasonable costs of disposition, exceed (or are less than) the
adjusted cost base of the Unit to the Unitholder immediately before the disposition.

One-half of any capital gain (“taxable capital gain") realized by a Unitholder or designated by the Fund in
respect of the Unitholder in a taxation year must be included in computing the income of the Unitholder
for that year and one-half of any capital loss (“allowable capital loss™ realized by a Unitholder in a
taxation year may be deducted from taxable capital gains realized by the Unitholder or designated by the
Fund in respect of the Unitholder in that year. Allowable capital losses for a taxation year in excess of
taxable capital gains for that year generally may be carried back and deducted in any of the three
preceding taxation years or carried forward and deducted in any subsequent taxation year, against taxable
capital gains realized in such year, to the extent and under the circumstances provided for in the Income
Tax Act.

Capital gains realized on the disposition of Units ar amounts designated by the Fund to a Unitholder as
taxable capital gains or as dividends from taxable Canadian corporat:ons may give rise to a liability for
alternative minimum tax. .

120 REMUNERATION OF DIRECT ORS, OFFICERS, and TRUSTEES

The Manager is paid the Management Fee as disclosed in section 8.1.1. The Fund pays director fees to
the non-management directors as well as expenses incurred by directors on behalf of the Fund. In
addition the Fund pays the expenses of any action, suit or other proceedings in which or in relation to
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which the Manager, the Advisor, the Custodian or the Trustee and/or any of their respective officers,
directors, employees, consultants or agents is entitled to indemnity by the Fund.

For the year ended December 31, 2006, the Trustee was paid an aggregate amount of $39,750, on account
of its fees and expenses incurred in its capacity as Trustee of the Fund.

13.0 MATERIAL CONTRACTS

The Fund and/or the Manager, on behalf of the Furd, are party to the Declaration of Trust, the
Management Agreement, the Advisory Agreement and the Custodian Agreement. Copies of these
material contracts may be accessed by prospective or existing Unitholders at www.cedar.com under the
Fund’s profile. They are also available at the Fund’s office during nommal business hours. Details
regarding each of these contracts are provided in section 1.2 in the case of the Declaration of Trust end in
section B in the case of the other contracts.

140 OTHER MATERIAL INFORMATION
14.1  Loan Faclltty

The Fund entered into a Loan Facility with a Canadian chartered bank (the “Lender™) in order to provide
the Fund with the ability to utilize leverage to enhance the total retum the portfolio. The Lender is at
armm’s length to the Fund, the Trustee, the Manager and the Advisor and their respective effiliates and
associates.

A portion of the Loan Facility, not to exceed 10% of the Total Assets, determined at the time of
borrowing, may be used by the Fund to purchase additional securities of Gil & Gas Income Trusts to be
included in the Fund Investments. In the event that the total amount borrowed by the Fund under this
portion of the Loan Facility at any time exceeds 20% of the Total Assets, the Mannger will sell securities
of Oil & Gas Income Trusts held by the Fund in an orderly manner and use the preceeds thereof to reduce
indebtedness so that the amount borrowed by the Fund under this portion of the Loan Facility does not
exceed 20% of the Total Assets.

In addition, the Fund may borrow up to 5% of the Total Assets determined at the time of bomrowing for
working capital purposes and to invest in public offerings of Oil & Gas Income Trusts that qualify for
inclusion in the Fund Investments.

14.2  Risk Foctorn
There are many risks associated with an investment in the Units, some of which are outlined below.
Volatility of Qil & Gas Prices

The operational results and financial coadition of the Oil & Gas Income Trusts comprising the portfolio
will be dependent upon the prices received for oil and gas production. Oil and gas prices have fluctuated
widely during recent years and are affected by supply and demand factors, political events, weather and
general economic conditions, among other things. Any decline in oil and gas prices could have an
adverse effect on the distributions received from the Oil & Gas Income Trusts comprising the portfolio
and the value of such Qil & Gas Income Trusts,
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Fluctuations in Distributions and the Value of the Oil & Gas Income Trusts

The value of the Units will vary according to the value of the Oil & Gas Income Trusts included in the
portfolio, which will depend, in part, upon the performance of such Qil & Ges Income Trusts. The amount
of Distributions available for payment to Unitholders will depend on the emount of distributicas paid by the
Oil & Gas Income Trusts included in the portfolio. Some of the issuers included in the porifolio have
limited operating histories or limited histories as operating &s an income furd. The emounts which such
issuers have been distributing may net be sustainable and the forecast distributions of such issuers may not
be realized. The vatue of the portfolio will be influenced by factors which ere not within the control of the
Fund, including the financial performance of the respective issuers, operational ricks relating to the specific
business activities of respactive issuers, the quality of assets owned by respective issuers, commeodity prices,
risks associated with issuers operating outside of Caneda, exchange rates, interest retes, the use of loverage,
environmental risks, political risks, issues relating to govemment regulation and other finencial market
conditions. A number of Oil & Gas Income Trusts will be impacted by commedity prices, which may vary
and are determined by supply and demand factors including weather and gencral economic and political
conditions. A decline in commodity prices could have an adverse effect on the operstions and financial
condition of certain Qil & Gas Income Trusts held by the portfolio and the amount of distribuzions paid on
such Oil & Gas Income Trusts. In addition, certain commodity prices are bacsed on a U.S. dollar market
price. Accordingly, a decrease in the value of the U.S. dollzer ageinst the Cancdian doller could reduce the
amount of distributions paid on such Oil & Gas Income Trusts.

Interest Rate Fluctuations

It is anticipated that the market price for the Units at any given time will be affected by the level of
interest rates prevailing at such time, A rise in interest rates may have a negative effect on the market
price of the Units. Unitholders who wish to redeem or sell their Units may, therefore, be exposed to the
risk that the redemption price of the Units will be negatively affected by interest rate fluctuations.

Trading Levels

Units may trade in the market at a discount to the Net Asset Value per Unit and there can be no assurance
that the Units will trade at a price equal to the Net Asset Value per Unit,

Illiguid Securities

There is no assurance that an adequate market will exist for the Oil & Gas Income Trusts included in the
portfolio to permit purchases and sales in accordance with the Rebalancing Criterig in a short time frame.
Further, if the market for a specific Oil & Gas Income Trust held or required to be in the portfolio
pursuant to the Investment Guidelines or which the Fund must dispose of pursuant to the Rebalancing
Critenia is particularty itliquid, the Fund may be unable to acquire or sell the required amount of securities
of such Qil & Gas Income Trust without affecting the market price of such securities in a manner that is
disadvantageous to the Fund. The Fund cannot predict whether the Oil & Gas Income Trusts held by it
will trade at a discount to, a premium to, or at their respective net asset values. In addition, if the
Manager is unable, or determines that it is inappropriate to dispose of some or all of the Gil & Gas
Income Trusts held by the Fund prior to a termination of the Fund, Unitholders may, subject to gpplicable
laws, receive distributions of securities in specie upon the termination of the Fund, for which there may
be an illiquid market or which may be subject to resale restrictions of indefinite duration.
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Taxation of the Fund

While the Fund intends to operate so that it will generally not be liable to pay income tax, the information
available to the Fund relating to the characterization, for tax purposes, of the distributions received by the
Fund in any year from issuers of securities held in the portfolio may be insufficient as at December 31 of
that year to ensure that the Fund will make sufficient distributions to ensure that it will not be liable to
pay income tax in respect of that year.

If the Fund ceases to qualify as a “mutual fund trust” under the Income Tax Act, the income tax
considerations described in section 11.0 would be materially and adversely different in certain respects.
There can be no assurance that Canadian federal income tax {aws respecting the treatment of mutual fund
trusts will not be changed in a manner that adversely affects the Unitholders. Currently, a trust will be
deemed not to be a mutual furd trust if it is established or maintained primarily for the benefit of non-
residents unless all or substantially all of its property is property other than taxable Canzdian property as
defined in the Income Tax Act. On September 16%, 2004, the Minister of Finance (Conzda) released Tax
Proposals (the “September 16® Tax Proposals”) which propose that a trust would lose iis status as a
mutual fund trust if the aggregate fair market value of all units issued by the trust keld by one or more
non-resident persons or partnerships that are not Canadian partnerships, or any cembination thereof, is
more than 50% of the aggregate fair market value of all units issued by the trust where, at that time or any
previous time, more than 10% (based on fair market value) of the trust’s property is taxable Canadian
property or certain other types of property. If the September 16® Tax Proposals are enzcted as proposed,
and if these circumstances applied to the Fund, the Fund would thereafter cease to be s mutual fund trust
and the income tax considerations as described in section 11.0 would be materially end adversely
different in certain respects. The September 16® Tax Proposals do not curreatly provide sny means of
rectifying a loss of mutual fund trust status. On December 6, 2004, the Minister of Finance (Canada)
indicated that the September 16™ Tax Proposals ave being further considered.

CRA has expressed a view that, in certain circumstances, the interest on money bormowed to invest in an
Income Fund that may be deducted may be reduced on a pro rata basis in respect of distributions from the
Income Fund that are a return of capital and which are not reinvested for an income caming purpose.
While the ability to deduct interest depends on the facts, based on the jurisprudence, CRA’s view should
not affect the Fund’s ability to deduct interest on money borrowed to acquire units of Income Funds
included in the Portfolio. If CRA’s view were to apply to the Fund, part of the interest payable by the
Fund in connection with money borrowed to ecquire certain securities held in the Portfolio could be non-
deductible, increasing the net income of the Fund for tax purposes ard the taxable component of
distributions to Unitholders. Income of the Fund which is not distributed to Unitholders would be subject
to non-refundable income tax in the Fund.. : ' o

As described in section 11.1 above, in the event that the 2006 Proposed Amendments are implemented as
currenily drafted, certain Income Funds in which the Fund holds units will be SIFTs. Accordingly, in
such event, the after-tax returns realized by Unitholders may be reduced to the extent that the trust
receives distributions of income or capital gains from such SIFTs. -Finally, as a result of these proposals,
it is possible that SIFTs may seek to restructure their affairs and organizational structures in & manner that
could have an impact upon the returns to the Fund and could limit the number of potential issuers in
which the Fund may invest. In addition, although not yet implemented, the 2006 Proposed Amendments
have had, and may continue to have, an effect on the trading price of trusts and limited parmerships that
may be affected by the 2006 Proposed Amendments, which may impact the Net Asset Value of the Fund.
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Changes in Legislation

There can be no assurance that certain laws applicable to the Fund, including ircome tax laws,
government incentive programs and the treatment of mutual fund trusts under the Income Tax Act will
not be changed in a manner which adversely affects the distributions received by the Fund or by the
Unitholders, including as a result of the 2006 Proposed Amendments described under section 11.1.

Use of Leverage

The Fund is utilizing leverage in order to increase its monthly distributions to Unitholders. The use of
leverage may result in capital losses or a decrease in distributioas to Unitholders. The interest expense
and banking fees incurred in respect of the Loan Facility moy exceed the incremental capital gains, if any,
and income generated by the incremental investment in Oil & Gas Income Trusts to be included in the
portfolio with the borrowed funds. There can be no assurance that the borrowing strategy employed by
the Fund will enhance retumns. In zddition, the Loan Fecility may impose edditionat restrictions on the
Fund and the Fund may not be able to renew the Loan Facility on eccepiable terms.

Loss of Investment

AnmvesnmtmﬂmFundlsapprcpnatconlyfm'mthomwhohavedwcepmtytocbmﬁalossofsome
or all of their investment.

Securities Lending

The Fund may engage in securities lending. Although the Fund will receive collsteal for the leans and
such collaterat will be marked-to-market, the Fund will be exposed to the risk of loss should the borrower
default on its obligation to return the borrowed securities and the collateral be insufficient to reconstitute
the pertfolio of loaned securities.

Conflicts of Interest

The Manager and the Advisor and their directors and officers engage in the promotion, management or
investment management of one or more funds or trusts which invest primarily in Income Funds.
Although none of the directors or officers of the Manager or the Advisor will devote his or her full time to
the business and affairs of the Fund, each director and officer of the Manager or the Advisor will devote
as much time as is necessary to supervise the management of (in the case of the directers) or to manage
the business and affairs of (in the case of officers) the Fund, the Manager and the Advisoz, as applicable.

Status of the Fund

As the Fund is not a mutual fund as defined under Canadian securities laws, the Fund is not subject to the
Canadian policies and regulations that apply to open-end mutual funds. It is intended that the Fund will,
be a mutual fund trust for purposes of the Income Tax Act.

Significant Redemptions

Units are redeemable annually at the Net Asset Value (less any costs associated with the redemption
including commissions) as described under section 7.0 of this Annual Information Form. The purpose of
the annual redemption right is to prevent the Units from treding at a substantial discount to the Net Asset
Value per Unit and to provide Unitholders with the right to realize their investment once per year without
any trading discount to the Fund’s Net Asset Value. While the redemption right provides Unitholders the
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option of annual liquidity at Net Asset Value, there can be no assurance that it will reduce trading
discounts. If a significant number of Units are redeemed, the trading liquidity of the Units could be
significantly reduced. In addition, the expénses of the Fund would be spread among fewer Units resulting
in a lower distribution per Unit. Pursuant to the Declaration of Trust the Manager has the ability to
terminate the Fund if, in its opinion it would be in the best interests of Unitholders to do so.

14.3  Acecunting Changes

National Instrument 81-106 Investment Fund Continuous Disclosure (“NI 81-106") requires investment
funds, such as the Fund, to calculate its Net Asset Value in accordance with Canadian generally eccepted
accounting principles (“Canadian GAAP”). Changes to Canadian GAAP were recently implemented by
the Accounting Standards Board of the Canadian Institute of the Chartered Accountents with the
introduction of section 3855 Financial Instruments — Recognition and Measurement of the handbook of
the Canadian Institute of Chartered Accountants. Section 3855 requires public securities to be priced at
the closing bid for long positions and the closing ask price for short positions. Currently, most securities
are valued by investment funds at the last trade or closing price. Section 3855 was to take effect, in all
respects, for financial years commencing October 1, 2006. However, the Canadian securities regulatory
authorities (“CSRA™) acknowledged that the new standard resulted in significant difficulties for
investment funds when calculating Net Asset Value for purposes other than financial stetements. In
September 2006 the CSRA granted blanket relief to investment funds subject to NI 81-106, which
includes the Fund, from having to calculate its Net Asset Value for any purpose, other than for the
purpose of financial statements, provided that: (i) the investment fund continues to calculate Net Asset
Value for purposes other than its financial statements in accordance with Canadian GAAP without giving
effect to section 3855; and (ii) the notes to the financial statements include a reconciliation of the Net
Asset Value calculated in accordance with section 3855 to the Net Asset Value calculated without giving
effect to section 3855, The exemptive relief is effective until the earlier of (i) September 30, 2007; and
(i1) the effective date of any amendments to NI 81-106 to address this issue.
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Manager: Brompton Funds Management Limited
Address: Suite 2930, Bay Wellington Tower, BCE Place,

181 Bay Street, Toronto, Ontario M5J 2T3
Telephone:  (416).642-6600

Fax: (416) 642-6001
Website: www.bromptongroup.com
ADDITIONAL INFORMATION:

Additional information about the Fund is available in the Fund’s management report of fund performance
and financial statements, and copies of these documents may be obtained at no cost:

o By calling (416) 642-6000 or toli-free at 1-866-642-6001;
° Direct from your dealer, or
e By email at info@bromptongroup.com.

Copies of these documents and other information about the Fund, such as information circulars and
material contracts, are also available on the Fund’s website at www.bromptongroup.com or oa SEDAR at
www.sedar.com. :
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This annual managemsnt repont of fund performance for Brompton Equal Waight Oil & Gas
Income Fund (tha *Fund”) contains financial highlights but doss not contain the sudited annual
financial staternents. The audited annust financial statemants follow this report.

Unitholders may obtain a copy of the Fund's proxy voting policios and procedures, proxy voting
disciosure record, or quarterly portfolio disclosure, at no cost, by clling 856-642-6001, or by
sending 6 requoest to Brompton Funds, Suite 2830, P.O. Box 793, Boy Wollington Tower,
BCE Piace, 181 Bay Street, Toronto, Ontarip, MbJ 2T3.

Investment Objectives and Strategies

Brompton Equal Weight Oil 8 Gas Income Fund is o closed-end investment trust tha is
listed on the Toronco Stock Exchange under the symbol OGEUN, The units of the Fund are
managed by Brompton Funds Management Limited (the “Manager™). The Fund is designed
to provide investors with high monthly cash distnbutions and the opportunity for capital
appreciation by investing on an equally weighted basis in a portfolio of oil and gas income
trusts. At the time of investmens, the portfolio is comprized of an equal dollar amount of
each oil and gas income truse listed on the TSX thar pays a regular dictribution and has a
marker capiralization of at least $500 million. The pordfolio is rebalanced quarterly to
include any newly qualifying oil and gas income trusts and to eliminate any oil and gas
mcome trust whose market capitalization falls below $350 million or which otherwise does
not qualify for investment. The Fund’s passive investment stretegy allows for 2 low cost
method of investing in the oil and gas income trust aseet class. The Fund is RRSP, DPSP,
RRIF and RESP cligible,

Risks

Changes ro the Fund over the financial year ended December 31, 2006 affected overall risk
associated with an invesinent in the Fund in the following ways:

{i) As illustrated in the discussion under “Rtecent Developments - Tax Treaament of
Income Trusts,” the proposed change in the tanation of income truss had a negative
impact on the net asset value of the Fund.

(ii) The Fund has borrowed amounts to invest in additional portfolio investments to
increase the overall distributions of the Fund. If inverest rates increase during a period
when leverage is utilized, increased interest costs will reduce incame available wo be
distribured. In 2006, short-term Canadian intercst rates rose as the Bank of Canada
increased irs overnight rate from 3.25% in January to 4.25% by the end of December.
The Fund has mitigated this risk of rising short-term interest rates by fixing the interest
rate on a substantial portion of irs borrowings ro August 2009,

(iii} Leverage can also impact net asset value of the Fund as it will enhance the net asset
value during a period when the Funds investments have appreciated and will
exacerbate the decline of nst asset value during a falling market. The greater the
amount of leverage, the greater the impact on net asset value of 2 rise or decline in
market prices of the Fund’s investments. During 2006, leverage had a negative impact
on the net asser value of the Fund as the valee of the underlying trusts decreased
following the October 31, 2006 announcement by the Department of Finance on che
taxation of public income trusts.
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{iv) Thcentireporl:fo!iowas'm.vemdmdlmdgasmmprbaofmrhi:smd:kmwmadvmlyaﬁmwdhwﬁs by declining

commodity prices, particularly the price of natural gas, and disproportionately by the propoced wx chanzes dizcussed below.
Risks associated with an investinent in dhe units of the Fund are diccussed in some detail in the Fund’s annual information form which
is available on the Fund’s website a1 www.bromprongroup.com or on SEDAR at www.sedarcom,

Recent Developments

Tax Treatment of Income Tiuses

Notwithstanding a campaign promise made by Prime Minister elece Szephen Harper in January 2008 not to adversely rax income
trusts, the Federal Minister of Finance announced a proposal for o new tax on public income trusis on October 31, 2006, The
resulting effect was 2 huge sell-off in the market, which inizially erased $30 billion in market capitalization on e TSX. As a resuk,
both the S&P/TSX Income Trust Index and the S8.P/TSX Energy Trust Index pasted poor toml rezurns in 2006 of negative 2.8% and
negative 3.7%, respectively. The Fund which invests in income trusts had negative overall performance in light of the announced eax
proposal.

Investment funds like the Fund are not subject to this proposed tax, but to the extent an investment fund invests in income trusts
{excluding certain REITs) the level of distributions it receives will be lees if the taxing provisions come into effect.

The proposed tax, if enacted, will take effect immediately for new income trust conversions, while existing income truses have been
given a four-year trangition period ending on December 31, 2010, before they will be subject to this new tan. Income trusts, with the
exception of REITs that meet specific criteria, will be subject to the proposed tax on their distributablz income at the corporate tax
rate. The effect of chis change will be to reduce distributable cash by as much as 31,8% beginning in 2011 for exicting public income
wusts. To the exvent such trusm seturn capital as a component of their distributions, this portion is not sulsect to the proposed mx.
For taxable investors, the impact of this new tax will be offezt by allowing the distribution portion ordinarily reccived cs income to
qualify for the more favourable dividend cax treatment. As a result, the proposed changes will have no nex effect on an after-tax basis
for investors in the highest margina! tax rate. Howeves, tax deferred investors, such 23 pension funds and investments held in
registered accounts such as RRSPs, and foreign investors do not benefit from the favourable dividend tox treatment, znd they will
therefore be adversely affected when these new taxes, if enzcted, come into effect in 2011,

Certain sectors of the income trust market, such as oil and gas wrusts, were more negarively affected than others due to their greater
concentration of foreign and/or tax-deferred holders. Over time, Brompton expcts there to be a migretion in ho'ders from tax deferred
and foreign investors to the fully taxable investor, which should improve market prices over the longer wrm.

"Shortly after the government’s announcement, Brompton began consulting and working with industry participents ond advocacy
groups and presented to the government an alternative proposal thar we felt was equitable and would protect the imteress of all
investors, A copy of this proposal can be found on cur website ¢ www.bromprongroup.com. Brompten continues to work to help
influence a more favourable outcome for our investors.

Implementation of Accounting Standerd

In the management report of fund performance prepared for the six months ended June 38, 2006, it was reporred that, starting
January 1, 2007, the Fund would adopt the mew accounting standard, Canadian Institute of Chartered Accountants (“CICA®)
Handbook Section 3855: Financial Instruments — Recognition and Measurement. This standard would cause the Fand to change the
way it determines the value of securities it holds in its portfolio. In particular, securities traded in an active market are valued using
the last available bid price rather than the closing price for exchange-traded securities or at the average of the latest bid and ask prices
for securities traded over-the-counter, This change in determining net aseet value would affect the following: (i} the valuation of the Fund's
investmel}u f;: its financial statements; (ii) the weekly posted net asset value per unit of the Fund; and (iii) pricing of the redemption
amounts for me unis.

Pursuant to requests from the invesanent fund indusiry, che Canadian Securities Administrators ("CSA”) exempted investnent funds,
including the Fund, from applying CICA Section 3855 in the calcularion of the weekly net asrer values and the amount of the net asset
value for redemprion parposes until September 30, 2007. The exempnion was requested to allow fusther stedy of whedier the calentation
and usc of net assct value in zccordance with the Canadian GAAP are appropriate for purposes other than financial stotements,

Securities Lending

In Seprember 20086, the Fund commenced a securities lending program through its custodian, RBC Dexia Investor Services Trust, in
order to generate additional income. Under the program, the aggregate market value of the eecurities on loan cannot exceed 50% of
the assets of the Fund and the Fund receives collateral of at least 102% of the marker value of the securities on loan. In 2006 this
program generated income of approximately $0.45 million,
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Results of Operations

Distributions

During the year ended December 31, 2006, the Fund mads monthly cath diseributions which roratled $1.46 per unir. Since inception,
in October 2004, the Fund has paid total cach distributions of $3.125 per unit.

A breakdown of the tax charzcteristics of the 2006 distribanions paid by the Fund is provided later under “2006 Tax Information.*
The Fund has a distribution reinvestment plan which allows participating unitholders to antomsztically reinvest monthly distriburions
in additional units of the Fund. For the year ended December 31, 2006, 44,987 unirs were acqnired in the marker parsuznt to this
plan at an average price of $10.45 per unit, and 82,564 units were issued from treasury by the Fund at an average price of $10.60.

Net Asset Value

As a result of the weakness in the oil and gas income truse sector due primarily to the impect of the proposed tax on trusts and the
declining commodity price for natural gas, the net asset value per unit decreased over the year by $4.18 per unit, or 34.0%, from
$12.28 10 $8.10. The aggregate net aseers of the Fund decreased from $450 million on December 31, 20605 to $29¢ million on
December 31, 2006 as a result of the above described reasons and repurchaces under the issuer bid.

Investment Portfetio - g : -

As of December 31, 2006, the Fund’s investmems included a total of 28 oil and gas incoms cruss, a decreace of four issuers from the
end of 2005, A detailed Gsting of the Fund's security holdings is provided in the financial starements. The decrezee in the numbsr of
qualifying trusts was the result of six mergers of oil and gas trusts 2nd the inclusion of Bonterra Energy Trust and Zargon Energy
Trust. In 2006, Acclaim Energy Trust and Starpoint Energy Trust merged to form Caneric Resources Trust, Viking Energy Royalty
Trust merged into Harvest Energy Trust, Ketch Resources Trust merged into Advantage Energy Income Fund, Penn West Encrgy Trus
merged with Petrofund Enerpy Trust, Daylight Energy Trust merped with Sequoia Ol & Gas Trust, and Esprit Energy Trust merged
into Pengrowth Energy Trust. During the yens, the Fund recorded net losses (realized 2nd unrealized) of $150.5 million.

As of December 31, 2006, the Fund had borrowings of $43.6 miflion under it term credit facility, which represented 12.4% of tozal
assets or 14.8% of net assers. The interest rate on' the term credit facility is fixed entil August 2009 at 4.5139%%, which reduces the
Fund’s exposure to rising short-tenm interest rates over its term. The borrowings have been used principally to invess in additional
portfolio investments to increase the overall distribations paid by the Fund. The Fund also has a 364-day revelving credit facility for
working capital purposes which provides for maximum borrowings of $22.9 million ar either the prime rate of interest or the bankers’
acceptance rate plus a fixed percentage. At December 31, 2006, che Fund had $9.0 million ourstanding under chis facility. During the
year, the minimum and maximum amounts of borrowings under both facilitics were $47.1 millian and $56.7 million, respectively.
To provide liguidiry, units of the Fund are listed on the TSX under the symbaol OGEUN, The Fund’s normal cource isseer bid program
allows it to purchase its units on the TSX when they trade below net asser value. As a result, purchases under the issuer bid are
accretive to the net asset value per unit. A total of 385,800 units were purchased in 2006 under this program at an average price of
$6.81 per unit. During the year, units of the Fund craded at an average premium to net asset value of 0.6%. Investors may aleo redeem
their units annually in accordance with their redemption provisions,

Related Party Transactions

Pursuant to a management agreement, the Manager provides management and administrative cervices to the Fund, for which it is paid
a management fee equal to 0.45% per annum of the net asset value of the Fund. The management fee may be paid in cash or units
at the option of the Manager. During 2006, the entire management fee was paid in units, The Manager is responsible for paying the
fees of Brompron Capital Advisors Inc., which is an affiliate of the Manager and which is responsible for the rebatancing of the Fund.
The Fund also pays to the Manager a service fee equal to 0.30% per annum of the net asset valne of the Fund. The eervice fee is in
turn paid by the Manager to the investment dealers based on the proportionare number of units held by clients of cuch dealers at the
end of each calendar quarter. In 2006, management and service fees amounted to $2.0 million and $1.1 million, respectively.
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Financial Highlights

The following tables show sclected key financial information about the Fund and are intended o help readers underceand the Fund®
financial performance for the fiscal periods indicaced. This information is derived from the Fund’s audited znnual financia! statements.
The information in the follotving tables is presented in accordance with National Instrument (“N17) 81-106 and, 23 a resule, dozs not
act as a conrinuity of opening and closing ner asnet value per unit. The increase (decrease) in nes assets from operations 8 based on
average units outstanding during the period, and all other numbers are based on 2ctual units outsnding at the relevant point in time.

Net Asset Value per Unis
2003 2008 2004
Net asser value, begiarics of yeor® $ 1220 $ 9.53 g 9.45
Increase {decrense) from opererio=3™®
Total revenue 155 1.41 0.33
Total expenses {0.16) {0.15) [0.03)
Realized gain {loss) for the year 0.01 n —_
Unrealized gain (loss) for the yeor {8.12} 1.73 0.07
Total increase {decrecss) in net atens from oporctions $ 2.72) $ 4.10 8 0.37
Distribytions to anitholdory: 2
Cash distributions:
From nes investment income {exchuding dividends) 5 1 ] 0.95 % 0.18
From net realized gain on investroesits - 0.43 -_—
Rerumn of capital 0.38 — 0.11
Total cash distributions 146 1.38 0.29
Unit distributions:
From net realized gain on in - 0.57 -
Tosal distributions to unitholders $ 146 3 1,95 $ 0.29
Net asser value, end of yeor® § 8.10 3 12.23 $ 9.53

' Period from October 7, 2004 [commencemens of operations) 1o December 31, 2004,
@ Net asser value per unit and distributions per znit are besed on the corus] number of unirs oarestanding o1 the relevont thee.
® The increase (decrecse] in ner cesers from operationt per unit is based on the weighted cverage namber of units cutstending over the fiscol period.

Ratios and Supplemental Datn

2005 2005 2004
Net assers {in 0005) s 203,727 $ 449,986 8 397,824
Number of units curstanding (in 000s) 36,250 36,654 41,747
Management expense ratio (*MER ") 1.435% 1.39% 7.19%
MER excluding interes: expense and issuance cosis'™® 0.26% 0.93% 0.89%
Portfolio mumover muet 46,5055 45.92% NA
Trading expense ratio™ . 00758 0.14% N/A
Closing market price § .78 $ 12.06 § 10.18

o Annyatized for the period from October 7, 2004 (commencement of operatioas) to December 31, 2004,

@ Management cxpense rotio is baved on the requirements of NI 81-108 and includes the totrd expences of the Fund for the sored period, inclading interest expense
and issuance costs, and is expressed o3 on ennualized percentose of the sversge net essers of the period.

- Mmmhmm«m:pmcmdmmmhbcnpmwdmmhmmmmmmmmtcﬁnéﬁnbu:ﬁwmd
the Fund a3 o percentage of overnge ner eosets.

* The Fund’s portfolio turnover rere indicates how sctively the Fund's portfolio sdvisor menoges in pontfolio invecments. A porfolio mmover ot of 100% ia
equivalent to the Fund buying and celling 2ll of the securities in ins parrfolio once in the coarte of the yeer. The higher a fund® pantfolio ternover wote in o year,
the greater the wroding costs payable by the fund in the yeo, and the greater the chance of £n investor receiving mxeh®e copird gring in the year There is oot

relagionship bersreen

necessasily o nh.chmmumemdﬁcpdmchh:hnd.mpmtfobommmumunozprondndwbcnnhmdu!:mdmn
one year old. Ponlobonunommeucnh:hmdbydw the lesser of the cost of purchases tnd the of sales of portfolio securities for the period,
exchiding cash and shogt-term invettments mamring in less one year, by the averzge market value of mvestments durny the period.

“ The meding cxpense ratio represents totn] commisions expressed ¢ an canuslired percentege of deily aversge ea gssers of the Fund during the period. This
disclosure was a new requirement in 2005 under N1 81-106 and wes oot applied retrocctively.

Ratio
The MER of the Fund increased from 1.39% in 2005 1o 1.43% in 2006 due to rising chort-term interest rates. This mtio is exaggerated
by the inclusion of portfolio investments to increase the distributions of the Fund,
The MER, excluding interest expense and insurance costs, declined to 0.86% in 2006 from 0.93% in 2005. This latter ratio is more
representative of the ongoing cfficiency of the administration of the Fund.
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Past Performance
The following chart and table show the past performance of the Fund. Past performarce does not necessarily indicate how the Fund

will perform in the future. The information shown is based on net agset value per unit and assumes that distributions made by the
Fund or its units in the periods shown were reinvested {at net asset value per unit) in additional units of the Fund.

The bar chart shows the Fund’s annual retumn in each year since inception to December 31, 2006, The chart shows, in percentage
terms, how an investment held on the first day of each fiscal year would have increased or decreased by the last day of the fiscal year.
Year-by-Year Returns

5%~ 46.0% -

10%

04 0s a3

* Period from October 7, 2004 (commencerment of operations} to December 31, 2004.

The following table shows the Funds annual compound return for each period indicated, compared with the S&P/TSX Capped
Energy Trust Index (“Energy Trust Index”™). The Energy Trust Index is derived from the S&P/TSX Capped Incoms Truss Index, based
on the energy secror of the Global Industry Chassification Standards {“GICS®). Income wusts that qualify for inclusion must detive
their distribution income from actual operating entitics. The Energy Truer Index is calculared without the burden of management fees
and Fund expenses whereas the performance of the Fund is calculated after deducting such fees and expenses.

Annual Compound Returns
1 Year Since Inception™

Brompton Equsl Weight Oil & Gas Income Fund® (24.7)% 62%
S&P/TSX Capped Energy Trust Index (3.7)% 42.7%
* Period from October 7, 2004 {c of operations) to December 31, 2006,

@ Based on et asset value per unit and assumes that distributions made by the Fund on its units in the period shovm were reinvected {2t net osser value per unir)
in additional anits of the Fund.

Over the course of the year, the Fund had a negative requrn of 24.7%. Most of the decline occurred after the propesed mcomse trust
tax announcement on October 31, 2006, which had a disproportionasely negative effect on oil and gas trusts and mid-cap oit and gas
trusts in particular. The Fund’s greater weighting to natural gas versus oil also had a negative effect on the Fund’s performance due
to warmer weather and high inventory levels. While cil prices ended the year escentially flat, nanural gas prices declined by 45%,
reducing distributable income of trusts with a majority of production tied to naturai gas.

The Fund is designed 1o provide exposure o Canada’s conventional oil and gas trusts without undue exposure to any single issuer,
due co its equal weight approach. Consequently, the Fund does not have exposure to Canadian Qil Sands Trust, which comprises
nearly 17% of the Energy Trust Index and which posted a 34% total retum in 2006, nor does the Fund include pipefine and energy
service trusts, which are included in the Encrgy Trust Index. Due to the equal weight approach, the Fund has much greater exposure
o mid-cap producers, such as True Energy Trust, Thunder Energy Trust and Trilogy Energy Trust, whoze production is more
concentrated in natural gas. Narural gas prices have increased substantially since the beginning of 2007 and the fundamentals for this
commodity remain strong.
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Summary of Investment Portfolio

As at December 31, 2006

Total net esset vahie $ 293,726,797
Portfolio Compositicn 55 of Pertfiolio % of NAV
Oil and gas 160.0% 118.1%
Total invesrment portfolio 160.05% 118.1%
Oher ner liabilities {18.1%)
Total net asset value 100.0%
Top 25 Holdings™ S5 of Pentfolo 55 of NAV
Vermilion Energy Trust 50% 59%
Provident Encrgy Trusr 4.5% 5.3%
Baytex Energy Trust 4,1% 49%
Bonterra Energy Income Trust 4.1% 49%
Enerphus Resources Fund 4.0% 4.7%
Peyto Encrgy Trust 319% 4.6%
Enterra Energy Trust 31.9% 4.6%
Csescent Point Energy Trust 3.9% 4.6%
Zargon Energy Trust 39% 4.6%
Harvest Energy Trust 0% 45%
ARC Encrgy Trost 1.0% 4.5%
Bonavista Energy Trust 3.8% 45%
Progress Encrgy Trust 3.0% 4.5%
Focus Energy Trust 1% 44%
Canetic Resources Frust 1.7% 4.4%
Fairborne Energy Trust 6% 42%
Frechold Roya'ty Truse - - 35% 4.1%
Penn West Encrgy Trust 3.4% 4.0%
Thunder Energy Trust 3.2% 3.8%
PrimeWest Energy Toust 3.2% 38%
Paramount Energy Trust 321% 3. 7%
Trilogy Encrgy Trust 31% 3.7%
Shiningbank Energy Income Fund 3.1% 3.4%
NAL Oil & Gas Trust 3.0% 3.6%
Pengrowth Encrgy Trust 2.0% 34%

W The top 25 holdings of the Fand have been prezented in accordance with N1 81-106.
The investent portfolio muay change dise to cugoing porsfali tio=s of the & furd. Qearterly updates are suailabls eithin 60 days of cach guarter end.
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2006 Tax Information

The following information is applicable to holders who, for the purpose of the Incame Fax Act {Canada), are resideat in Canada and
hold Fund units as capital property outside of o RRSP, RRIF or DPSP. Unitholders should receive a T3 slip from their investment
dealer providing this information,

T3 supplementary slips for holdings of the Fund will indicate Foreign Non-Business Income in Box 25, Other Tarablz Income in Box 26,
Capital Gains in Box 21 and Dividend Income in Box 23. Dividend income is subject to the standard pross-up and federat dividend
tax credit rules,

The return of capital component is a non-taxable amount that serves to reduce the adjusted cost bace of Fund unim and is now
reparred on the T3 supplementary lips in Box 42.

The following eable outlines the breakdown of the Fund’s distributions declared in 2006 on a per unit basis.

Foreizn Odber

Record Paymen: Retum  Non-Business Taxable Dividend % Toza!
Date Dare of Capiar) Income Income byoore = Distribts

Jan. 31, 2006 Feb. 14, 2006 $ 003776 8 - $ 0.08408 8 0.00316 H - 3 0115
Feb. 28, 2006 Mar. 14, 2006 0.02776 -_ 0.08408 0.00316 - 0.115
Mar. 31, 2006 Apr. 17, 2006 0.02776 - 0.08408 0.00316 _ 0.115
Apr. 28, 2006 May 12, 2006 0.03017 - 0.09150 0.00343 -— 0.125
May 31, 2006 June 14, 2006 0.03017 - 0.09140 0.00343 - 0125
Junc 30, 2006 July 17, 2006 0.03017 - 0.09140 0.60343 -_— 0,125
July 31, 2006 Ang. 15, 2006 0.0317 - 0.09140 0.00343 — 0.12§
Aug. 31, 2006 Sep. 15, 2006 0.03017 -_ 0.09140 0.00343 — 0.125
Sep. 29, 2006 Oct. 16, 2006 0.03017 -— 0.09140 0.00343 —_— 0115
Oct. 31, 2006 Nov. 14, 2006 0.03017 - 0.09140 0.00343 — 0125
Nov. 30, 2006 Dec. 14, 2006 0.03017 —_ 0.05140 0.00343 -— 0128
Dec. 29, 2006 Jan. 15, 2007 0.02679 —_ 008116 0.00305 e 0.111
Tozal 5 035143 § — § 1.08460 § 003997 $ — $ 1456

This information is of a general nature only and does nor constiture legal or tax advice w any particular investor. Accordingly,
investors are advised to consult their own tax advisors with respect to their individual circumstances.

Forward-Looking Statements -

Some of the statements contained herein including, withoss limitation, financial and business prospects and financial o:stlook may be
forward-looking statements which reflect management’s expectations regarding fusture plans and intentions, growth, results of
operations, performance and business prospects and oppornsmities. Words such as “may,” “will,” “should,” “coxsld,” “anticipate,”
“believe,” “expect,” “intend,” “plan,” “potential,” “continue™ and similar expressions have been 11zed to identify these forward-looting
statements. These statements reflect management's current beliefs and are based on information currestly available to rmaragement.
Forward-looking statememts involve significant visks and uncertainties. A number of factors could catse actieal rostlis 1o differ
materially from the results discussed in the forward-looking staternents including, but ot limited to, changes in geseral economic and
matket conditions and other risk factors. Although the forward-looking statememts comtained borein are based upon what
management believes to be reasonable assumptions, we cannot assure that actesal resudts will be consistent with these forward-looking
statements. Investors should not place undue reliance on fonward-looking statements, These forward-looking statements are rmade as
of the date hereof and we assume no obligation to updage or revise them 10 reflect new events or circustances.
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Management’s Responsibility Statement
g po

The financial statements of Brompron Equal Weighe Oil & Gas Income Fund (the “Fund”} have been prepared by Brompron Funds
Management Limited (the “Manager® of the Fund) and approved by the Board of Directors of the Manzger The Manager is
responsible for the information and representations contained in these financial statements and the other cectians of the annual repore.

The Manager maintains appropriate procedures to ensure that relevant and reliable financial informetion is produced. Stagements have
been prepared in accordance with accounting principles generally accepeed in Canada and include certain amoums that are bzsed on
estimates and judgements. The significant accounting policies applicable to the Fund are described in Note 2 to the finongial craternents,

The Board of Directors of the Manager is respongible for ensuring that management fulfills its responsibilities for financial reporting
and has reviewed and approved thece financial starements, The Board carries ous this responsibility throegh the Audit Commirtee,
which is comprised of independent directors of the Board,

The Manager, with the approval of its Board of Directors, has appointed the external firm of PricewaterhouseCoopers LLP as the
anditors of the Fund. They have audited che financial statements of the Fund in accordance with Canadizn generally au:epwd itf
standards to enable them to express to unitholders their opinion on the financial statemenm, The audicors have
access to the Audit Commitree to discuss their findinga,

{Signed) (Signed)

Raymond R. Pether Craig T. Kikodhi =

Chief Executive Officer - Chief-Financial Officer - '\\?5\- c:

Brompton Funds Management Limited Brompton Funds Manageszens Lisaited ‘\\\\ G

March 8, 2007 " v - T
T

Auditors’ Report to Unitholders

To the Unitholders of Brompton Equal Weinht Oil & Gas knoome Fund:

We have audited the statement of investments of Brompron Equal Weight Oil & Gas Income Fund (the “Fund”) oo at December 31, 2006,
the srarements of net assets as et December 31, 2006 and 2005 and the statemems of operctions and retained eamings (deficit),
changes in net assets and cash flows for the years then ended. These financial statements are the responaibility of the Fund’s Manager.
Our responsibility is to express an opinion on there financial etatements based on our audirs.

We canducted our audirs in accordance with Canadian generally accepted auditing standards. Thoce standards require thar we plan
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, svidence supporting the amounts and disclosures in the financial starements. An sudit also includes
assessing the accounting principles uced and significant estimates made by management, as well as evaluating dhe overall financial
statcment presentation.

In our opinion, these financial statements present fairly, in all material respects, the invesrments of the Fund as at December 31, 2006,
the net assets as at Decemnber 31, 2006 and 2005 and the resubts of its operations and retained eamings {deficit), changes in net assets
and cash flows for the years then ended in accordance with Canadian generally sccepred accounting principles,

{Signed)

PricewaterhouseCoopers LLP
Chartered Accountants
Toronto, Ontario

March 8, 2007

S
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Statements of Net Assets

As at December 31 2005 2005
Asscts

Investments, at market vakie § 335,955,085 % 502,038,105
Cash 12,134 22,638
Income receivable 3581,762 4,942,078
Deferred financing costs (note 8) —_— 34,012
Total gsters 330,049,062 507,036,837
Lishilities

Accounts payable and accrued bisbiliries 587,374 531,634
Distributions payable to unitholders (note 4) 4,033,737 $,063,887
Loans payablr {note 8) 52,511,084 48.455,000
“Total lishiliries 57,223,055 57,050,521
Unitholders’ equity

Unitholders’ capiral (note 3} 33071406 367,881,681
Contribored surplus (note 3) 630,017 —
Retzined carnings (deficir) {70,774,628) 82,104,635
Net assets representing unitholders’ eqeiry $ 203,726,797 $ 449,936,316
Unirs outstanding {note 3) 36,249,408 36,654,034
Net asser valoe per anit |3 8,10 5 12.28

AppmvcdonbcbaﬂofﬂrompmnEqudWeightOﬂ&GashwomFundbydeoarddD&mmdB;mmFmdstWt

Limited, the Manager.

{Signed) s - (Signed)

Peter A. Braaten James W, Davis
Director Director

The accompanying notes are an integral part of these fimancial statemnents.
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Statements of Operations and Retained Earnings (Deficit)

For the years ended Decernber 31 2026 200§
Income
Distributions from mcome funds 6 55,108,499 $ 58.217,098
Inferest mcome . 6993 41,967
Securirics lending income (note 7) 450,607 —
54,827,859 58,258,988
Expenses '
Mansgement fees (note 5) 1,951,221 2,149,045
Service fees (note §) 1,123,157 1,382,901
Audit fees 29,71 27,741
Director fees L0589 44,009
Trustee fees 39,750 22,316
Custodial fees 0,003 55,802
Legat fecs 1679 33467
Unitholder reporting costs 65,503 135,657
Orher sdministrative expenses 172,692 201,638
interest and bank charpes (note B) 2,206,502 2,047,291
$,500,466 6,201,424
Net investment income 50,817,633 32,057,561
Net realized gain on sale of vestracnty {notre 6) 455,149 46,078,676
Net change in unrealized gain (loss} on invermeny {150,910,148) 71,481,074
Increase {decressc) in net cosers from opererions {P2,540,466) 169,618,111
Retained carnings, beginning of year 02,804,638 3,069,053
Excess of stated value paid on redemption and repurchase of unirs C - (13,803,355}
Distributions to unitholders {note 4) {53,238,798) (76.779,174)
Retained earnings (deficit), end of year U B (707746260  § 83,104,635
Increase (decrease} in pet posces &mmﬂﬂmﬂm_“:_ ) 8 (2.73) 8. 4.10

* Based on weighted average aumber of unim ourstonding for the period (note 3).

Tbenmnpuyiﬂgmtaaumhupdmofabaoﬁmlw.
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Statements of Cash Flows
For the years ended December 31 2003 2008
Cash flows from operating ectivitios:
Increase {decrense) in net nssets from operations 8 (59,640,455) $ 169,618,111
Adjastments to reconcile net cash provided by opzrations:
Nex realized gain on sale of investments (note §) (452,149} (46,078,676)
Net change in unrealized gain (loss) on investments 150910243 {71,481,874)
Amortization of deferresd financing costs {note 8) 34,012 37,083
Increase (decrease) in income recervable S20,316 {682,018)
Increase in accounts payable and sccrued Kabilitien 55,740 83,231
Purchase of invessments (note 6) {313,506,394) {225,353,970)
Proceeds from sale of investments {note 6) 220,210,438 281,868,429
Cash provided by operating activities $4,401,748 108,030,316
Cash flows from ﬁmm octiviticn:
Proceeds from issuance of onins (noce 3) — 2,608,453
Agents’ fees and issuance cocts (note 3) — 13,104
Increass in loans payable 3,156,954 4,855,000
Deferred fnancing costs paid -— (2,500)
Distributions paid ro unitholders (note 4) {37.273,948) (51,928,616}
Proceeds from distribution reinvestment plan (Rote 4) 075,193 442,032
Reparchase of units {note 3) {3,393,009) 12,700,151}
Amounts paid for redemption of units {noge 3) {652,382 {61,441,188)
Cash used in financing cctivirics _(36,502,249) (108,755,966}
Net decrease in cath and short-term investiments (13,504) (725,650}
Cash, beginning of year 22,508 743,288
Cash, end of year 8 14,134 $ 12,638
s : ) e - e . wem ot e e a e
Interest paid $ 2053404 § 1,986,068

Statements of Changes in Net Assets

For the years ended December 31 2005 2008
Net asscts, beginging of year § 849,236,316 $ 397,824,101
Increase {decrease) in net sasees from operations {53,540,4E8) 169,618,111
Unitholder transactions:
Distributions to unitholders (note 4}
Net investment income {£0,307,115) {38,517,655)
Capital gains -— (38,261,519}
Rerur of capital (12,081,520 —
Toxal (53,238,795) {76,779,174)
Proceeds from itsuance of anits {pote 3) -_ 2,008,453
Agents’ fees and issuance coses {note 3) - 13,104
Proceeds fram distribution remvestient plan (note 4) £75,193 442,032
Repurchase of units {noge 3) (3,393,099) (2,700,251)
Redemprion of upits (note 1) (852,352) (61,443,118)
Increase in capiral from unit distribution end consolidstion {note 3) -— 21,003,128
Teeal unitholder mransactions {56,519,043) {117,455,896)
Net increase {decrease) in net assets {155259,519) 52,162,215
Net asseny, end of year § 203,715,797 § 449,986,316
Distributions per pait $ 1.46 §  1.94301

The accompanying notes are an integral part of these finaucial statements,
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Statement of Investments

As at December 31, 2006 Cost Merher Vigoe
No.of Units  Oil and G

724471  Advantege Encrgy Incoms Fund , $ 14,020,658 $  9,008.178
598,140  ARC Energy Trest 10,545,257 13,338,521
644,262  Baytex Energy Troz 0,736,549 14,354,187

471,503 Bonavista Energy Tros 12,404,682 13,2
559,300  Bonterra Er=ryy Inconte Troct 17,249,981 ' 14,301,301
787,462  Caneric Rescnroes Trot 18,214,940 12,945,873
767,838  Crescent Point Encrgy Truost ' 15,079,063 13,513,949
823,530  Daylight Resources Trust 11,570,592 0,408,241
271,336 Enerplus Resouroes Fund 11,403,201 13,751,308
1471986  Enterys Forrgy Tiost 26,673,052 13,615,671
1,182,189  Fairbome Ecergy Truer 15,879,358 12,353,875
717,176  Focus Exergy Trost 13,576339 13,018,260
815,191  Frechold Royalty Trase 14,096,388 12,072,979
508,790  Harvert Energy Trumt 14,976,474 13,345,581
£52,381  NAL Oil & Goa Trust 1,792,848 10,492,810
881,836  Paramount Energy T 14,516,103 10,934 765
494,548 wth Energy Trust 10,700,346 9,061,287
327270  Penn West Encrgy Trust 12,816,396 11,640,999
770,088  Peyto Energy Tros 16,105,078 13,610,559
5192828 PrimeWest Energy Trust 14,951,507 11,176,302
1,044, 481  Progrees Encrgy Trost 14,677,642 13,129,126
1,203,378  Provident Eneegy Trust 13,687,344 15,451,374
823,710 Ensrgy licocss Fond 17,774,055 10,584,674
1,982,592 Thunder Encrgy Trum 22,831,365 11,241,247
957,888  Trilogy Eoergy Treac 16,030,134 10,919,923
1,314,647  True Energy Truzt 22,961,345 9,848,706
494,350  Vermilion Trust . 10,050,708 17,302,250
541590  Zampoo Enerpy Trest 16,611,505 13,426,015
Tota] $ 4232R 4590 § 35,955,968

The accomiximying wotes are an integral part of these financial statements,
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Notes to the Financial Statements
December 31, 2006 and 2005

1. OPERATIONS

Brompton Equal Weight Oil & Gas Income Fund {the “Fund®) is a closed-end investment truss ¢reated ender the lavs of the Province
of Ontario on September 28, 2004, pursuant to a declaration of truse. Computershare Trust Company of Canada i3 the Trustee and
Brompton Funds Management Limited (the “Managee”) is responsible for managing the affairs of the Fund. The Manzger has retained
Brompton Capital Advisors Inc. to acquire the portfolio and to rebalance it on a quarterly basis in nccordance with e torms of the
declaration of wrust, RBC Dexia Investor Services Truse is the custodian of the Fund's assees and prepares the veekly valustions of che Fand.
The Fund is listed on the Toronto Stock Exchange and commenced operations on October 7, 2004.

2. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with Canadian generally accepted acceunting principles and they include
esnmammdmnnpnmsnmdebymanmwntdmaffectdnrepomd amounts of assets and Habilities 27 the dare of these financial
stacements and the reported amounts of income and expemcs dunng the periods for whu:h the ﬁnanc::-.! ciazzments report. Acrual
results could differ fram these estmates,

a) Valuation of lavestmenms
The Fund’s investments are presented at estimated market vahue, Inverements dmtmpublxlytrzdedarevaluedctdtmdosmg
price. If a closing price is ot available, then these invectments are valued using zn average of the latest bid and ack prices. Short-term
investments are valued at cost which, when taken together with accrued interest income thereon, is an approximarion of their
market value. :

b} Investment Transactions and lncome '
lnvesmnenttransacuommrecordedonnadedauandanymhudgamsmlmsesamruogmedumng:hemcmgccoﬂohhc
imvestments. Interest income is recognized on an accrual basis. Distributioas from income funds are recognized on the ex-distribution
date. Ner realized gains or losses on sate of investments include net realized gains or losses from foreign corrency changes.

1. -

<} Income Taxes
The Fund qualifies alamutualfundtmstundcr the Income Tax Act (Canada). Provided the Fund makes disiributions in ezch
year of its net income and net realized capital gains, the Fund will not generally be lizble for income tax, It is the mrention of
tthuadmdmnbmaﬂdmmmandnureahmdcapmlmnnanmmlbmﬁmdmglynomcomcmxprovmon
has been recorded. T

d) Forcign Exchange
‘The market values of investments and ocher assets and liabilities that are denominated in foreign currencies are tranalated into
Canadian dollars at the noon rate of exchange on each valuation dare. Purchases and sales of investments and income derived
from investments are translated a¢ the rate of exchange prevailing ar the time of such eransactions, )

¢} Fair Value of Financial Insruments
The fair value of the Fund’s financial instruments, which are composed of cash, distributions rewvab.‘c,m:mmmpayahkand
accrued liabilities and loans payable, approximates their book value.’ )

3. UNITS OF THE FUND

Authorized

The Fund is authorized to issue an unfimited number of transferable, redeemable unirs of beneficial interest, ecch of which represents
an equal, undivided interest in the nex assers of the Fund. Each unit entitles the holder to one vore and to participate equally with
respect to any and ail distributions made by the Fund. Units may be redeemed at the option of unitholders by tendering units of the
Fund at least 20 business days prior to the second last day of November {(“Redemption Valuztion Date®). Redemption of tendered
units will be sertled based on the ner asset value per unit on the Redemption Valuation Date less assogiated costo of the redemption,
including brokerage costs. Units tendered for redemption will be redeemed effective on the Redemption Veluation Date of each year
and will be settled on or before the tenth businesa day following the Redemption Valuation Date.
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Notes to the Financial Statements (continued)

Issued
2008 2005
Nomther " Neober
of Unin Amouss ) af Units Amount
Units, beginning of year 36,654,034 $ 387,801,681 41,747,101 $ 394,755,038
Iniial public oﬂ!cnns.uu — -— -— 13,104
Units redeemed {100,913) (1,012,953} ($,072,374) {47,9%0,218)
Issued for services {note 5) -— -_— 184,155 2,008,453
Units issued under the distribution nmvcmnml plan (noge 9} o B864 075201 43,552 442,032
Units reporchased pursuant to nosmal course issuner bid {365,500) . {(3072,52% {248,400) {2,349,836)
Units usucdmdcomohdamdm_ﬁp_em!_gmrmddmxbmn(nmd) —_ -_ -— 21,003,128
Units, end of year 15,249,388 $ 153,871,406 36,654,034 $ 367,881,601

On November 29, 2006, 100,913 units were redeermned at $8.55 per unit,
During the year, the Fund issued no (2005 - 184,155) units to the Manager in respect of its management fez.

As at December 31, 2006, the Fund had zccumutared coneributed surplus of $630,017 (2005 - nil) eince inceprion, Contributed
surplus is mcnrdcdwhmumofanundmmdcwwdorwpumhawdatprmpﬂunnwhth btlowﬂxeaveragecos:perunu
of unitholders’ capital.

The Fund received approval from the Toronto Stock Exchange for a normal course issaer bid for the period from November 4, 2005
to November 3, 2006. Pursuant to the issuer bid, the Fund could purchate up to 4,165,000 of its units for cancellation whea the ner ascer
value per unit excecded its trading price. The Fund rencwed the issuer bid for the peried from November 6, 2006 to November 5, 2007,
which allows the Fund to purchase up to 3,663,200 units, The Fund may repurchace units when the ner asset value per cait exceeds
its trading price. For the year ended December 31, 2006, 385,800 (2005 248,400) units were purchaced.-

The weighted average number of units outstanding for the year ended Decernber 31, 2006 was 36,583,063 (2005 -'41,336,973).

4. DISTRIBUTIONS PAYABLE TO UNITHOLDERS

Distributions, as declared by the Manager, are made on a monthly basia to unitholders of record on the last business day of ezch
month. The distributions are payable by the tenth bysiness day of dhe following month, For the year ended December 31, 2006, the
Fund declared total distributions of $1.456 (2005 - $1.94801) per unit, which amounted to $53,238,795 (2005 ~ §76,779,174).
Distributions for the year ended December 31, 2008, included cash distributions of $1.375 per unit amounting to $55,776,046.
Pursuant to the Fund's distribution reinvestment plan, unitholders may elect to reinvest monthly diseributions in additional unies of
the Fund which may be issued from treasury or purchased in che open marker. For the year ended December 31, 2006, 82,564 (2005 -
43,552} units in respect of disributions were issued from treasury by the Fund,

5. RELATED PARTY TRANSACTIONS

Pursuant ro a management agreement, the Manager provides management and adminiserative services to the Fund, for vhich it ia paid
a management fee equal to 0.45% per annum of the net asset value of the Fund plus applicable taxcs. The manapemnent foe may be
paid in cash or units at the option of the Manager. To the extent that unirs are issued from treasury for this purpoce, they will be issued
at the net asset value per unit. In 2006, the entire management fee was paid in cash. In 2005, the entire management fee was paid in
units. The Manager is responsible for paying fees of Brompton Capital Advisors Ing. for its services to the Fund, The Fund also pays
to the Manager a service fee equal to 0.30% per annum of the net asser vatue of the Fund. The service fee is in turn paid by the
Manager to investment dealers in proportion to the number of unite held by clients of each dealer at the end of each calendar quareer.

6. INVESTMENT TRANSACTIONS
Investment transactions for the years ended December 31 were as follows:

2003 2005
Proceeds from sale of investments $ 220,230,430 § 281,888,429
Less cost of investments sold:
Invesrments at cost, beginning of year 427,451,324 437,307,177
Investments purchased during che year 215,605,384 225,353,970
Investments a1 cost, end of year (423,279,459) {427,451,394)
Cost of investments sold during the year 219,778,280 235,809,753
Net realized gain on sake of investments $ 452,149 $ 46,078,676

Brokerage commissions on investments purchased and sold during the year ended December 31, 2006 amoumed to $285,063
(2005 ~ $633,550). For the years ended December 31, 2006 and 2003, there were no sofr dollar amounts paid.
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7. SECURITIES LENDING

The Fund has entered into a securities lending program in Seprember 2006 with its custodian, RBC Dexia bavestor Services Trust. The
aggregate market value of all securities loaned by the Fund cannot exceed 50% of the assers of the Fund, The Fund will receive
collateral of ar least 102% of the value of the securitits on loan. Collateral will generally be comprized of cash and obligations of, or
guarantecd by, the Government of Canada or a province thereof, or by the United States governmenz or jes agencies, or a permitred
supranational agency as defined in National Instrument 81-102. The market values of the securities on loan and the related collareral
at December 31, 2006, were $165.9 millien (2005 - nil} and $177.0 million (2005 - nil), respectively.

8. LOANS PAYABLE

Pursuant to an agreement with a Canadian charrered bank, the Fund has a 364-day renewable revolving credit fzcility and o term
credit facility. The revolving credit facility provides for maximum borrowings of $22.9 million at either che prime rate of mverest or
the bankers’ acceprance rate plus a fixed percentage. There was $9.0 million cunstanding under this fecility 21 December 31, 2006.
The Fund has borrowed the maximum amount of $43.6 million under the term credit facilizy at a fined mre of 4.513% for a five-year
period ending August 25, 2009. The credirt facilities are secured by a firse-priority security interect over all of the Fund's assers. During
the year ended December 31, 2006, the minimum and maximum amounts of borrowimgs were $47.1 million (2005 ~ $43.6 million)
and $56.7 million (2005 ~ $49.4 million}, respectively.

Costs incurred to establish the credit facilitics are deferred and amortized over the term of the facilities. For the year ended December 31,
2006, the Fund recorded amortization of these costs in the amount of $34,012 {2005 - $37,083).

The credit facilities are used by the Fund for the purchase of additional investments and for generaf Fund purpozes.

9. ADOPTION OF FUTURE ACCOUNTING STANDARDS

The Accounting Standards Board of the Canadian Institute of Chartered Accountants (CICA} recendy ieseed a new saite of financial
reporting standards that address the accounting and disclosure for financial instruments. Of particular refevance ro mvestment funds
are changes outlined in CICA Handbook Section 3855: Financial Instruments ~ Recognition and Meacurement. The new financial
reporting standards for financial instrurents are effective for interim and annual financial statements relating ro fiscal years beginning
on or after October 1, 2006, These standards will change the way in which investments are measured for financial statement purposes
and will resulr in differences berween the ner asset value per unit {(“NAVPU") presented in the financial satements and the NAVPU
that is published weekly. The Fund has o financial year ending December 31, 2006, and as such, thece changes will not be reflecred
until the interim financial statements are prepared in June 2007, Such differences will primarily result from marketablz securities being
valued using bid prices for financial statements and closing prices for the weekly published NAVFi).
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This annual management report of fund performance for Brompton Equal Weight Qil & Gas
Income Fund (the "Fund”} contains financial highlights but does not contain the audited annual

| of senior oil and

- ] gas income _fLmdS with financia! staternents. The audited annual financial statements foliow this report.
‘ : R . Unitholders may obtain a copy of the Fund's proxy voting policies and procedures, proxy voting
market capitalization disclosure record, or quarterly portfolio disclosure, at no cost, by calling 866-642-6001, or by
sending a request to Brompton Funds, Suite 2930, PO. Box 793, Bay Wellington Tower,

I over $5600 million: , BCE Place, 181 Bay Street, Toronto, Ontaric, M5J 2T3.

Investment Objectives and Strategies

Brompton Equal Weight (il & Gas Income Fund is a closed-end investment trust that is
listed on the Toronto Stock Exchange under the symbol OGEUN. The units of the Fund are
managed by Brompton Funds Management Limited {the “Manager™). The Fund is designed
to provide investors with high monthly cash distributions and the oppertunity for capiral
appreciation by investing on an cqually weighted basis in a portfolio of oil and gas income
trusts. At the time of investment, the portfolio is comprised of an equal dollar amount of
each ¢il and gas income trust listed on the TSX that pavs a regular distribution and has a
market capitalization of ar least $500 million. The portfolio is rebalanced quarterly to
include any newly qualifying oil and gas income trusts and to eliminate any oil and gas
m¢ome trust whose market capitalization falls below $335G million or which otherwise does

"not qualify for investment. The Fund’s passive investment strategy allows for a low cost
method of investing in the oil and gas income rrust asset class. The Fund is RRSP, DPSP,
RRIF and RESP eligible.

Risks

Changes to the Fund over the financial year ended December 31, 2006 affected overall risk
associated with an investment in the Fund in the following ways:

{i)  As illustrated in the discussion under “Recent Developments — Tax Trearment of
[ncome Trusts,” the proposed change in the taxation of income trusts had a negative
impact on the net asset value of the Fund.

(1) The Fund has borrowed amounts to invest in additional portfolio investments to
increase the overall distributions of the Fund. Tf incerest rates increase during a period
when leverage is utilized, increased interest costs will reduce income available to be
distributed. In 2004, short-term Canadian intercst rates rose as the Bank of Canada
increased its overnight rate from 3.25% in January ro 4.25% by the end of December.
The Fund has mitigated this risk of rising short-term interest rates by fixing the interest
ratc on a substantial portion of its borrowings to August 2009,

(iii} Leverage can also impact net asset value of the Fund as it will enhance the net asset
value during a period when the Fund’s investments have appreciated and will
exacerbate the decline of net asset value during a falling market. The grearcr the
amount of leverage, the greater the impact on ner asset value of a risc or decline in
market prices of the Fund’s investments. During 2006, leverage had a negarive impact
on the net asset value of the Fund as the value of the underlying trusts decreased
following the Ocrober 31, 2006 announcemens by the Department of Finance on the
taxarion of public income trusts.
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{iv) The entire portfolio was invested in oil and gas trusts. The prices of securities in this sector were adversely affected in 2006 by declining
commodity prices, particularly the price of natural gas, and disproportionarely by the proposed tax changes discussed below.

Risks associated with an investmenr in the units of the Fund are discussed in some derail in the Fund’s annual information form which
is available on the Fund's website at www.bromptongroup.com or on SEDAR at www.sedar.com.

Recent Developments

Tax Treatment of Income Trusts

Notwithstanding a campaign promise made by Prime Minister clect Stephen Harper in January 2006 not to adverscly rax income
trusts, the Federal Minister of Finance announced a proposal for a new tax on public income trusts on October 31, 2006. The
resulting effect was a huge sell-off in the marker, which initially erased $30 billion in marker capiralization on the TSX. As a result,
both the S&P/TSX Income Trust Index and the S&P/TSX Energy Trust Index posted poor total returns in 2006 of negative 2.8% and
negative 3.7%, respectively, The Fund which invests in income trusts had negative overall performance in light of the announced tax
proposal.

Investment funds like the Fund are not subject to this proposed tax, bur to the extent an investment fund invests in income trusts
{excluding certain REITs) the level of distributions it receives will be less if the raxing provisions come into effecr.

The proposed tax, if enacted, will take effect immediately for new income trust conversions, while existing income trusts have been
given a four-year transition period ending on December 31, 2010, before they will be subject to this new rax. Income trusts, with the
exception of REITs that meet specific criteria, will be subject to the proposed tax on their distributable income at the corporate fax
race. The effect of this change will be to reduce distributable cash by as much as 31.5% beginning in 2011 for existing public income
trusts. Tu the extent such truses return capital as a component of their distributions, this portion is not subject to the proposed rax.
For taxable investors, the impact of this new tax will be offset by allowing the distribution portion ordinarily received as income to
qualify for the more favourable dividend tax trearment. As a result, the propased changes will have no net effect on an after-tax basis
for investors in the highest marginal tax rate. However, tax deferred investors, such as pension funds and investments held in
registered accounts such as RRSPs, and foreign investors do not benefit from the favourable dividend tax trearment, and they will
theretore be adversely affected when these new taxes, if cnacred, come into effect in 2011,

Certain sectors of the income trust marker, such as oil and gas trusts, were more negatively affected than others due to their greater
concentration of foreign and/or rax-deferred holders. Over time, Brompton expects there to be a migration in holders from tax deferred
and fareign investors to the fully taxable investor, which shauld improve market prices over the longer rerm.

Shordly after the government’s announcement, Brompton began consulting and working with industry participants and advocacy
groups and presented to the government an alternative proposal that we felt was equirable and would protect the incerests of all
investors. A copy of this proposal can be found an our website at www.bromptongroup.com. Brompton continues to work to help
influence a more favourable outcome for our investors.

Implementation of Accounting Standard

In the management report of fund performance prepared for the six months ended June 30, 2006, it was reported that, starting
January 1, 2007, the Fund would adopr the new accounting standard, Canadian Instituse of Chartered Accountants (“CICA™)
Handbaok Sccrion 3835: Financial Instruments — Recognition and Measurement. This standard would cause the Fund o change the
way it determines the value of sceurities it holds in its portfolio. In particular, seeuritics traded in an active marker are valued using
the last available bid price rather than the closing price for exchange-traded securirics or at the average of the latest bid and ask prices
for sccurities traded over-the-counter. This change in determining net asset value would affect the following: (i) the valuation of the Fund’s
investments for its financial statements; (ii) the weekly posted net asset value per unit of the Fund; and (i11) pricing of the redemption
amounts for the units.

Pursuant to requests from the invesoment fund industry, the Canadian Securities Administrators (“CSA”} exempted investment funds,
including the Fund, from applying CICA Section 3855 in the calculation of the weekly net asset values and the amount of the net asset
value for redemption purposes until September 30, 2007, The exemption was requested to allow further study of whether the calculation
and use of ner asset value in accordance with the Canadian GAAP are appropriate for purposes other than financial statements.

Sccurities Lending

In September 2006, the Fund commenced a securities lending program through its custodian, RBC Dexia Investor Services Trust, in
order to generare additional income. Under the progeam, the aggregate market value of the securities on loan cannot exceed 50% of
the assets of the Fund and the Fund receives collateral of at least 102% of the marker value of the securities on loan. In 2006 this
program generated income of approximately $0.435 million.
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Results of Operations

Ihstributions
During the vear ended December 31, 2006, the Fund made monthly cash distributions which toralled $1.46 per unit, Since mception,
in Qctober 2004, the Fund has paid total cash distributions of $3.125 per unit.

A breakdown of the rax characteristics of the 2006 distributions paid by the Fund is provided later under =2006 Tax Informarion.™

The Fund has a distribution reinvestment ptan which allows participating unitholders to automartically reinvest monthly distributions
in additional units of the Fund. For the year ended December 31, 2006, 44,987 units were acquired in the market pursuant to this
plan at an average price of $10.43 per unit, and 82,564 units were issucd from treasury by the Fund ar an average price of $10.60.

Net Asset Value

As a result of the weakness in the oil and gas income trust sector due primarily 1o the impact of the proposed tax on trusts and the
declining commodity price for matural gas, the net asset value per unit decreased over the year by $4.18 per unit, or 34.0%, from
$12.28 10 $8.10. The aggregate net assets of the Fund decreased from $450 million on December 31, 2005 to $294 million on
December 31, 2006 as a result of the above described reasons and repurchases under the issuer bid,

Investment Portfolio

As of December 31, 2006, the Fund's invesements included a total of 28 oil and gas income trusts, a decrease of four issuers from the
end of 2005, A derailed liscing of the Fund's security holdings is provided in the financial statements. The decrease in the number of
qualifying trusts was the result of six mergers of oil and gas trusts and the inclusion of Bonterra Energy Trust and Zargon Encrgy
Trust. In 2006, Acclaim Energy Trust and Searpoint Energy Trust merged to form Canetic Resources Trust, Viking Energy Royalty
Trust merged into Harvest Energy Trust, Kerch Resources Trust merged into Advaniage Energy Income Fund, Penn West Energy Trust
merged with Petrofund Energy Trust, Daylight Energy Trust merged with Sequoia O1l & Gas Trust, and Esprir Energy Trust merged
into Pengrowth Energy Trust. During the year, the Fund recorded net losses (realized and unrealized) of $15005 million,

Liquidity and Capital Resources

As of December 31, 2006, the Fund had borrowings of $43.6 million under its rerm credir faciliey, which represented 12.4% of toral
assets of 14.8% of ner assets. The incerest rate on the term credit facility is fixed unril August 2009 ar 4.513%. which reduces the
Fund exposure to rising short-term interest rates over its term. The borrowings have been nsed principaily o invest in additional
portfolio investments to increase the overall distributions paid by the Fund. The Fund also has a 364-day revolving credic fagility for
working capital purposes which provicdes for maximum borrowings of $22.9 million at either the prime rate of interest or the bankers’
acceptance rate plus a fixed percentage. At December 31, 2006, the Fund had $9.0 million outstanding under this facility. During che
vear, the minimum and maximum amounts of borrowings under both facilides were $47.1 million and $36.7 million, respectively.

To provide fiquidiry, units of the Fund are listed on the TSX under the symbol OGEUN. The Fund's normal course issuer bid program

allows it w purchase its units on the TSX when they trade below net asset value. As a result, purchases under the issuer bid are

accrerive 10 the ner asser value per unit. A total of 383,800 units were purchased in 2006 under this program at an average price of
s

$6.81 per unit. During the vear, units of the Fund traded ar an average premium to net asset value of 0.6%. Investors may also redeem
their unirs annually in accordance with their redemption provisions,

Related Party Transactions

Pursuant to a management agreement, the Manager provides management and administrative services to the Fund, for which itis paid
a management fee equal to 0.43% per annum of the net asset value of the Fund. The management fee may be paid in cash or units
at the option of the Manager. During 2006, the entire management fee was paid in units. The Manager is responsible for paving the
fees of Brompron Capital Advisors Inc., which is an affiliate of the Manager and which is responsible for the rebalancing of the Fund,
The Fund also pavs to the Manager a service fee equal to 0.30% per annum of the net asset value of the Fund. The service fee is in
turn paid by the Manager to the investment dealers based on the proportionate number of units held by clients of such dealers at the
end of each calendar quartec. ln 2006, management and service fees amounted to $2.0 million and $1.1 million, respectively.
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Financial Highlights

The following rables show sclected key financial information abour the Fund and are intended to help readers understand the Funds
financial performance for the fiscal periods indicared. This information is derived from the Fund’s aundited annual financial statements.
The information in the following tables is presented in accordance with National Instrument {“NI™} 81-106 and, as a result, does not
act as a continuity of opening and closing net asset value per unit. The increase {decrease) in net assets from operations is based on
average units outstanding during the period, and all other numbers are based on actual unirs outstanding ar the relevane point in time.

Net Asset Value per Unit

2006 2005 2004

Net asset value, beginning of year® S 12.28 g 9.53 3 9.45
Increase (decrease) from operations: ™™

Total revenue 1.33 f.41 0.33

Tenal expenses (0.16) {0.15) (0.03}

Realized gain {luss) for the vear 0.01 I.11 —

Unrealized gain {loss) for the year {4.12) 1.73 0.07
Total increase {decrease) in net assets from operations S (2.72) S 4.10 $ 0,37
Bistributions to unitholders;
Cash distriburions:

From net invesemens income {excluding dividends) ] .11 S 0.95 § 0.18

From nee eealized gain on investments — 043 —

Retarn of capital 0.33 — 0.11
Total cash distriburions 1.46 1.38 0.2%
Uniz distributions:

From net realized gain on investments —_ G.57 —_
Total distributions to unitholders S 146 S 1.95 S 0.29
Net asset valuee, end of year' S 8.10 S 12.28 $ 9.53

M Period from October 7, 2004 (commencement of operations) to December 31, 2004,
2 Netasset value per enit and distributions per unit are based on the actual number of units outstanding ar the relevant time.

¥ The increase {decrease) in nes assets from operations per unit is based on the weighted average number of units cutstanding over the fiscal period.

Ratios and Supplemental Data

2006 2005 2004
Net assets (in 000s) S 193717 $ 449,986 § 397.824 )
Number of units outstanding {in 000s} 36.250 36,654 41,747
Management expense ratio (“MER™p™ 1.43% 1.39% 7.19%
MER excluding interest expense and issuance costs™" 1L.86% 0.93% 0.89%,
Portfolio turnever rate™ 46.90% 45.92% NIA
Trading expense ratiu™ 0.07% 0.14% NI
Closing market price S 7.75 $ 12.06 $ 10.15

™ Annualized for the period from October 7, 2004 {commencement of operations) to December 31, 2004,

' Management expense ratio is based on the requirements of NI 81-106 and includes the toral expenses of the Fund for the stated period, including interest expense
and issuance costs, and is expressed as an annualized percentage of the average ner assets of the period.

¥ MER, excluding interest expense and issuance costs, has been presented separately as it expresses only the ongoing manapement and administrative expenses of
the Fund as a percentage of average net as

The Fund’s portfolio turnover rate indicates how actively the Fund's portfolio advisor manages its purtfulio investments. A portfolio murnover rate of 100% is
equivalent to the Fund buying and seiling all of the sccurities in its portfolio ance in the course af the year. The higher a fund’s portfolio turnover rate in a vear,
the greater the trading costs payable by the fund in the vear. and the greater the chance of an investor receiving taxable capital gains in the vear. There is not
necessarily a relationship besween a high rurnover rate and the performance of the Fund. The portfolio wirnover rate is not provided when a fund is less than
one year old. Portfolio wrnover rate is calculared by dividing the lesser of the cust of purchases and the proceeds of sales of portfolio securities for the period,
excluding cash and short-term investments maturing in less than one vear, by the average market value of investments during the period.

The trading expense ratio represents total commissions expressed as an annualized pereentage of daily average net assets of the Fund during the period., This
disclosure was a new requirement in 2005 under NI 81-106 and was not applicd rerroactively.

Expense Ratio
The MER of the Fund increased from 1,39% in 2005 to 1.43% in 2006 due to rising short-term inrerest rates. This ratio is exaggerared
by the inclusion of portfolic investments to increase the distributions of the Fund.

The MER, excluding interest expense and insurance costs, declined to 0.86% in 2006 from 0.93% in 2005, This latter ratio is more
representative of the engoing efficiency of the administration of the Fund.
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Past Performance

The following charr and table show the past performance of the Fund. Past performance does not necessarily indicate how the Fund
will perform in the future, The information shown is based on net asset value per unic and assumes chag disteibutions made by the
Fund or its units in the periods shown were reinvested (at net asset value per unit) in additional units of the Fund.

The bar chart shows the Fund’s annual return in each vear since inceprion to December 31, 2006. The charr shows, in pereentage
terms, how an investment held on the first day of cach fiscal year would have increased or decreased by the last day of the fiscal year.

Year-by-Year Returns

50% 46.0%

40% |-
30% —
20% |-
10%
| -24.7%
10%

-20% [—

-30% —
uqe a§ 0a

Period from Qctober 7, 2004 {commencement of aperations) to December 31, 2004,

The following table shows the Fund’s annual compound return for cach period indicared, compared with the S&P/TSX Capped
Energy Trust Index {“Energy Trust Index ™). The Energy Trust index is derived from the S&P/TSX Capped Income Trust Index, based
on the energy sectar of the Glabal Industry Classification Standards (*GICS™), Income trusts thar qualify for inclusion must derive
their distribution income from actual operating entities, The Energy Trust Index is calculated without the burden of management fees
and Fund expenses whereas the performance of the Fund is calculared after deducting such fees and expenses.

Annual Compound Returns

1 Year Since Inception™
Brompton Equal Weight Oil & Gas Income Fund™ {24.7}% 6.2%
S&PIISX Capped Enerpy Trust Index (3.7}% 42.7%

v Pericd from Qctober 7, 2004 (commencement of operations) to December 31, 2006,

2 Pased on net asser value per unit and assumes that distributions made by che Fund on its units in the period shown were reinvested {at ner asser value per unit)
in additional units of the Fund.

Over the course of the vear, the Fund had a negative return of 24.7%. Most of the decline occurred after the proposed income trust
tax announcement on October 31, 2006, which had a disproportionately negative cffect on oil and gas trusts and mid-cap oil and gas
trusts in particular. The Fund’s greater weighting to natural gas versus oil also had a negative effect on the Fund’s performance due
to warmer weather and high inventory levels. While oil prices ended the year essentially flat, natural gas prices declined by 45%,
reducing distributable income of trusts with a majority of production tied to natural gas.

The Fund is designed to provide exposure to Canada’s conventional oil and gas trusts without undue exposure to any single issuer,
due to its equal weight approach. Consequently, the Fund does not have exposure to Canadian Oil Sands Trust, which comprises
nearly 17% of the Energy Trust Index and which posted a 34% total return in 2006, nor does the Fund include pipeline and energy
service trusts, which are included in the Encrgy Trust Index. Due to the equal weight approach, the Fund has much greater exposure
to mid-cap producers, such as True Energy Trust, Thunder Energy Trust and Trilogy Energy Trust, whose production is more
concentrated in natural gas. Natural gas prices have increased substantially since the beginning of 2007 and the fundamentals for this
commodity remain strong.
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Summary of Investment Portfolio

As at December 31, 2006

Total net asser value

$ 293,726,797

Portfolio Composition

% of Porcfolio

o of NAV

Oil and pas

LKL 0%

115.1%

Toral investment portfolio
Other net liabilicies

130.0%,

118,14
{18.1%

Toral ner asset value

100,0%,

Top 25 Holdings'?

Y% of Portfolio

Y of NAV

Vermilion Energy Trust
Provident Energy Trust
Bavtex Energy Trust
Bonterra Energy Income Trust
Enerplus Resources Fund
Peyto Enerpy “Teust
Enterra Energy Frust
Crescene Point Encray Trust
Zargon Energy Trust
Harvest Energy Truse
ARC Energy Trust
Benavista Energy Truse
Progress Eneray Trust
Focus Energy Trust
Caneric Resources Trust
Faiechorne Energy Trust
Freehold Ravaly Trust
Pean West Energy Trust
Thunder Energy Trust
PrimeWest Encrgy Trust
Paramount Energy Trust
Trilogy Energy Trust

Shiningbank Energy Income Fund

NAL Oil & Gas Trust
Pengroweh Lneegy Truse

505,
4.5%
4.1%
4.1%
4,0%
319%
3900
39%
1.9%
IRY%
3.8
3.8%0
ER
3.8%
379
e
3.5
4%
3.2%
3.2%
3.2%
3%
A1%
204

2.8%

3.9%
3.3%
4.9%
4.9%
4.7%
467
4.6%
+.6%
4.67%
4.5

4.5%

" The top 25 holdings of the Fund have been presented in accordance with NI §1-106.

The investment portfolio may change due to ongoing portfolio transactions of the investment fund. Quearterly updates are available within 60 days of eacl quarter end.

}

i}
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2006 Tax Information

The following information is applicable to holders whe, for the purpose of the Income Tax Act (Canada), are resident in Canada and
hold Fund units as capital properry ontside of an RRSP, RRIF or DPSE. Unitholders should receive a T3 slip from their investment
dealer providing this information.

T3 supplementary slips for holdings of the Fund will indicate Foreign Non-Business Income in Box 23, Other Taxable Income in Box 26,
Capital Gains in Box 21 and Dividend Income in Box 23. Dividend income is subject to the standard gross-up and federal dividend
tax credir rules.

The return of capital component is a non-taxable amount that serves to reduce the adjusted cost base of Fund units and is now
reported on the T3 supplementary slips in Box 42,

The following table outlines the breakdown of the Fund's distributions declared in 2006 on a per unit basis.

Forcign Orher
Record Payment Return Non-Business Taxable Dividend Capital Toral
Date Dhate of Capital Income Income Income Gains Distribution
Jan. 31, 2006 Feh. 14, 2006 S 002776 S — S 0.08408 S 0.00316 S — $ 0.113
Feb. 28, 2006 Marn 14, 2006 002776 — 008408 000316 — 0.115
Mar 31, 2006 Apr. 17,2006 0.02776 — 008408 0.00316 —_ 0.115
Apr. 28, 2006 May 12, 2006 003017 — 00914} 000343 — 0.125
May 31, 2006 June 14, 2006 0.0301 7 — 009140 0.00343 —_ 0,125
June 30, 2006 Julv 17,2006 0.030t7 — 0.09140 (L0K1345 — 0.125
fuly 31, 2006 Aug. 15, 2006 0.03017 — 0.09140 0.14)1343 — 0.123
Aug. 31, 2006 Sep. 15, 2006 003017 — 0.09140 0.00343 —_ 0,125
Sep. 29, 2006 Ocr. 16, 2006 0.03017 — 0.09140 0.00343 — 0.125
Qcr. 31, 2006 Nov. 14, 2006 0.0307 — 002140 000343 — (0.123
Nov. 30,2006 Dec. 14, 2006 0.03M7 — 0.09140 0.00343 — 0125
Dec. 29, 2006 Jan. 18, 2007 0.02679 — 008116 0.00305 — AL
Total S 035143 s — S 106460 S (L03997 s —_ S 1456

This information is of a general nature only and does not constitute legal or tax advice to any particular investor. Accordingly,
investors are advised to consult their own tax advisors with respect 1o their individual circumstances.

Forward-Looking Statements

Somie of the statements contained herein including, without limitation, financial and business prospects and financial vutlook may be
forward-looking statements which reflect management's expectations regarding futnre plans and intentions, growth, results of
operations, perfornuance and business prospects and opportunities. Words such as “may,” “will,” “should,” “could,” “anticipate.”
“believe,” "expect,” “intend,” “plan,” “potential,” “continue” and similar expressions bave been nsed to identify these fortward-looking
statements. These statements reflect managenient’s current beliefs and are hased on information currently available to management.
Forward-looking statements involve significant risks and wncertainties. A munber of factors conld cause actual results to differ
materially from the results discussed in the forward-looking statements including, but ot thuited to, changes in general ccononic and
market conditions and other risk factors. Although the fonward-looking statements contained herein are based upon what
managentent believes to be reasonable assumptions, we cannot assure that actual results will be consistent with these forward-lovking
statements. Tnvestors should not place widue reliance on forward-looking statements. These forward-locking statements are made as
of the date bereof and we assume 1o obligation to update or revise them to reflect new events or circumstances.
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Management’s Responsibility Statement

The financial statements of Brompton Equal Weight Oil & Gas Income Fund {the “Fund™) have been prepared by Brompton Funds
Management Limited (the “Manager™ of the Fund) and approved by the Board of Directors of the Manager. The Manager is
responsible for the information and representations conrained in these financial statements and the other sections of the annual repost.

The Manager maintains appropriate pracedures to ensure that relevant and reliable financial information is produced. Statements have
been prepared in accardance with accounting principles generally accepted in Canada and include certain amounts that are based on
estimares and judgements. The significant accounning policies applicable to the Fund are described in Note 2 o the financial statements.

The Board of Directors of the Manager is responsible for ensuring that management fulfills its responsibilities for financial reporting
and has reviewed and approved these financial statements. The Board carries out this responsibility through the Audit Committee,
which is comprised of independent directors of the Board.

The Manmager, with the approval of its Board of Directors, has appointed the external firm of PricewaterhouseCoopers LLP as the
auditors of the Fund. They have audited the financial statements of the Fund in accordance with Canadian generally accepted auditing
standards to enable them o express to unitholders their opinion on the financial starements. The anditors have full and unresteicted
access to the Audir Committee to discuss their findings.

Raymond R. Pether Craig T. Kikuchi
Chief Executive Officer Chief Financial Officer
Brompton Fands Managenient Liniited Brompton Funds Management Liniited

March 8, 2007

Auditors’ Report to Unitholders

To the Unitholders of Brompton Equal Weight Oil & Gas Income Fund:

We have audited the statement of investments of Brompron Equal Weight Oil & Gas Income Fund (the “Fund™) as at December 31,
2006, the statements of net assets as at December 31, 2006 and 2005 and the statements of operations and retained earnings {deficit),
changes im ner assets and cash flows for the years then ended. These financial statements are the responsibility of the Fund’s Manager,
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted anditing standards. Those standards require that we plan
and perform an audit 1o obtain reasonable assurance whether the financial statements are free of marerial misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial starements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
SIATCNENt presenration,

In our apinion, these financial statements present fairly, in all material respects, the investments of the Fund as at December 31, 2006,
the ner assets as at December 31, 2006 and 2005 and the results of its operations and retained earnings (deficit), changes in net assets
and cash flows for the vears then ended in accordance with Canadian generally accepred accounting principles.

%LMWM {LP

PricewaterhouseCoopers LLP
Chartered Accountants
Toronto, Onrario

March 8, 2007
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Statements of Net Assets

As at December 31 2006 2005
Assets

Envestments, at market vahee $ 346,955,966 $ 502,038,109
Cash 12,134 22,618
Income receivable 3.981,762 4,942,078
Deferred financing costs (note §) — 34012
Total asscts 150,949 862 507,036,837
Liabilitics

Accounts payable and accrued Liabilities 587.374 531,634
Distributions payable to unitholders {nete 4) 4,023,737 R.063,887
l.oans payahle (note §) 52,611,954 48,455,000
Tatal liabilities 5§7,223,065 J7050,521
Unitholders” equity

Unitholders’ capital {note 3) 363,871,406 367,881,681
Contributed surplos {note 3) 630,017 —
Retained carnings {deficit) {70,774,626) 82,104,635

Nut assets reprosenting unitholders’ equity

$ 293,726,797

$ 449 936,316

Units outstanding {pote 3)

36,249 885

36,654,034

Net asset value per unit

$ 8.10

$ 12.28

Approved on behalf of Brompton Equal Weight Oil & Gas Income Fund by the Board of Directors of Brompton Funds Management

Limited, the Manager.

=

Peter A. Braaten
Director

The accompanying notes are an integral part of these financial statements.

H, :

James W, Davie
Director
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Statements of Operations and Retained Earnings (Deficit)

For the years ended December 31

2006

2005

[ncome
Distributions from income funds
Interest income

$ 56,105,499

$ 58217018

69,993 41,967

Sceurities lending income (nore 7) 451,607 —
56,627,099 S8.258.98%

Expenses

Management fees {note 3) 1,951,221 2,149,045
Service fees fnote §) 1,148,157 1,382,901
Audit fees 29,701 27.741
Director fees 40,988 44,0009
Trusree fees 39,750 22,818
Custodial fees 60,803 55,802
Legal fees 3,679 33467
Unitholder reporting coses 63,693 235,697
Orther administrazive expenses 172,892 202,655
Interest and bank charges (note §) 2,296,582 2,047,291
5.809.466 6.201.429

Net investment income 50,817,633 52,057,561
Net realized gain on sale of investments {nete 6) 452,149 46,078,676
Net change in unrealized gain (loss) on investments {130,910,248) 71,481,874
Increase (decrease) in net assets from operations [99.640,466) 169,618,111
Retained carnings, beginning, of year 82,104,635 3.069.05)
Excess of stated value paid un redemption and repurchase of units — {13.803.355)
Distributions 1o umitholders fnote 4) {33.238,795) (76.779.174)

Retained carnings (deficit), end of year

S (70,774,626)

§ 82,104,635

Increase {decrease) in net assets from operations per unit™

S (2.73)

$ 4.10

" Based an weighted average number of units outstanding for the period (note 3).

The aceompanying notes dre an integral part of these financial statenients,
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Statements of Cash Flows

For the vears ended December 31

2006

2003

Cash flows from operating activities:
Increase (decrease) in net assets from operarions
Adjusiments to reconcile net cash provided by operations:

S (99,640,466}

5 LAYGIRLL

Net realived gain on sale of investments (note 6} (452,149 46,078,676}
Net change in unrealized gain (loss) on investments 156,910,248 {71.481,874)
Amortization of deferred financing costs (note 8) 34,012 37.083
Increase (decrease) in income receivable 960,314 (682,018)
Increase in accounts pavable and acerued liabilities 55,744} 83.231
Purchase of investmeats {note 6} (215.606.394) (225.353.970)
Proceeds from sale of investments {note 6) 220,230,438 241,888,429
Cash provided by operating activities 56,491,743 108,030,316
Cash fows from financing actividies:
Proveeds from jssuance of units (note 3) —_ 2,008,433
Agents fees and issuance costs {note 3) — 13,104
Increase in loans payable 4,156,954 4.855,000
Deferred financing costs paid — {2.500)
Distributions paid w unithalders (note 4) (37.278,945) (51.928.616)
Proceeds from distribution reinvestiment plan (note 4) 875,193 442,032
Repurchase of units (note 3) (3,393,099 (2.700,251)
Amounts paid for redemption of units {nore 3} (862,352) (61,443,188)
Cash used in finapsing activivies (56,502,249) (108,755 966)
Ner decrease in cash and short-term investments (10,304) (723,650}
Cash, heginning of vear 22,638 748284
Cash, end of vear S 12,134 S 22638

Supplemental information:
Interest paid

$  2.053.624

S 1,986,063

Statements of Changes in Net Assets

For the vears ended December 31

2006

2005

Net assets, beginning of year

Qperations:
Increase fdecrcase) in et assers from up{'r.ninn:i

$ 449,986,316

{99.640,466)

§ 397,824,101

169.618,111

Unitholder transactions:
Distriburions to unitholders {note 4)

Net investment income (40,387,115 (IR.517.655)
Capital gains — (38.261.519)
Return of capital {12,851,680) —
Total {533.238.793) (76,779,174)
Proceeds from issuance of units (nore 3) — 2,008,453
Agents” fees and issuance costs (note 3) — 13.104
Proceeds from distribution reiovestment plan (note 4) 875,193 442,032
Repurchase of units {note 3) (3,393,099 (2,700,251}
Redemprtion of units {note 3) {862,352} (61,443,188}
Increase in capital from unit distribution and consolidation (note 1) — 21,003,128
Total unithalder transactions (56.619.053) (117,455896)
Net increase {decrease} in ner assers (156,259,519} 52,162,215

Net assets, end of vear

§ 193,726,797

$ 449,986,316

Distributions per unit

S 1.-ta

$ 1.94801

Vhe accompanving notes are i integral part of these financial stutenients.
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Statement of Investments

As ar December 31, 2006

Cost

Market Value

No. of Units
724471
598,140
644,262
471,503
559,300
787462
767.838
823,530
271,336

1.471.936
1 182,189

717,176

815,191

308,790

R32.381

RR1.K36

494548

327270

770,088

319,828

043,48t

203,378

823710

982,592

957,888

314,647

494,350

541,590

—

il and Gas

Advanage Energy Income Fund
ARC Energy Truost

Baytex Energy Trust
Banavista Energy Trust
Bonterra Energy Income Trust
Canctic Resources Trust
Crescent Point Energy Trust
Daylight Resources Trust
Enerplus Resources Fund
Enterra Energy Trust
Fairborne Energy Trust

TFocus Energy Trust

Freehold Rovalry Trust
Harvest Energy Trust

NAL Ol & Gas Trust
Paramount Energy Trust
Pengrowth Encrpy Trust

Penn West Energy Trust

Peyro Energy Trust

PrimeWese Enerpy Trust
Progress Energy Trust
Provident Energy Trust
Shiningbank Enerpy Income Fund
Thunder Energy Trust

Trilogy Energy Trust

True Energy Trust

Vermilion Energy Trust
Zargon Fneegy Trust

$ 14,820,655
10,545,257
8.756,549
12,404,662
17,249,981
18.214,948
15.079.063
11,570,592
11,403,201
26,675,052
15,879.358
13,576,339
14.896,388
14,976,474
12,792,648
14,516,103
10,780,346
12,616,396
16.105,678
14.55 1,907
15.677.692
13.587.544
17.774.053
21831,365
16,030,134
11,961,345
10.090,706
16,611,506

§ 9005175
13,338,522
14,354,157
13,272,809
14,301,301
12,945 875
13,513,949

8,408,241
13,751,308
13,615 871
12,353 875
13.018,260
12,072,979
13,345,561
10492, 81G
10,934,766

9.861,287
11,640,994
13,630,558
L1176,302
13,129,126
15,451,374
10,584,674
LE24],297
10,915,923

9,846,706
17,302,250
13,926,016

Total

S 423,279,499

§ 346,9355.966

‘The accompanying notes are an integral part of these financial statements.
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Notes to the Financial Statements
December 31, 2006 and 2005

1. OPERATIONS

Bromptan Equal Weight Oil & Gas Incaome Fund (the “Fund™) 15 a closed-end investment trust created under the laws of the Province
of Ontario on September 28, 2004, pursuant to a declaration of trust. Computershare Trust Company of Canada is the Trustee and
Brompton Funds Management Limited {the “Manager™) is responsible for managing the affairs of the Fund. The Manager has retained
Brompton Capital Advisors Inc. to acquire the portfolio and to rebalance it on a quarterly basis in accordance with the terms of the
declaration of trust. RBC Dexia Investor Services Trust is the custodian of the Fund’s assets and prepares the weekly valuations of the Fund.
The Fund is listed on the Toronto Stock Exchange and commenced operations on October 7, 2004,

2. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with Canadian generally accepted accounting principles and they include
estimates and assumptions made by management that affect the reported amounts of assets and liabilities at the date of these financial
statements and the reported amounts of income and expenses during the periods for which the financial statements report. Actual
results could differ from these estimates,

a) Valuation of Investments
The Fund’s investments are presented at estimated market value. Investments that are publicly traded are valued at their closing
price. If a closing price is not available, then these investments are valued using an average of the latest bid and ask prices. Short-term
investments are valued at cost which, when taken together with accrued interest income thereon, is an approximation of their
market value.

b) Investment Transactions and Income Recognition
Investment transactions are recorded on trade date and any realized gains or losses are recognized using the average cost of the
invesements. [nterest income is recognized on an accrual basis. Distributions from income funds are recognized on the ex-distribution
date. Net realized gains or losses on sale of investments include net realized gains or losses from foreign currency changes.

¢} Income Taxes
The Fund qualifies as a murual fund trust under the Income Tax Act (Canada). Provided the Fund makes distributions in each
year of its net income and net realized eapital gains, the Fund will not generally be liable for income tax. It is the intention of
the Fund to distribute all of its net income and net realized capital gains on an annual basis. Accordingly, no income tax provision
has been recorded.

d) Forcign Exchange
The market values of investments and other assets and liabilities that are denominated in foreign currencies are translated into
Canadian dollars at the noon rate of exchange on each valuation date. Purchases and sales of investments and income derived
from investments are translated at the rate of exchange prevailing at the time of such transactions.

¢) Fair Value of Financial Instruments
The fair value of the Fund’s financial instruments, which are composed of cash, distributions receivable, accounts pavable and
accrued liabilities and loans payable, approximates their book value.

3. UNITS OF THE FUND

Authorized

The Fund is authorized to issue an unlimited number of transferable, redeemable units of beneficial interest, each of which represents
an equal, undivided interest in the ner assets of the Fund. Each unit entitles the holder to one vote and to participate equally with
respect to any and all distributions made by the Fund. Units may be redeemed at the option of unithalders by tendering units of the
Fund ar least 20 business days prior to the second last day of November {“Redemption Valuation Date”). Redemption of tendered
units will be sertled based on the net asset value per unit on the Redemption Valuation Date less associated costs of the redempuon,
including brokerage costs. Units tendered for redemption will be redeemed effecrive on the Redemprion Valuation Date of each vear
and will be settled on or before the tenth business day following the Redemption Valuation Dare.




Broverox Equat Weant O & Gas Ixcosr Fusnp — Axsuar REPORT 2006

Notes to the Financial Statements (continued)

Issued
2006 005
Number Number
of Unity Amount of Units Amount
Units, beginning of year 36,654,034 $ 367,881,681 41,747, 11 5 3v4,755,038
Initial public offering, net — — — 13,104
Units redeemed {1,913) (1.012,933) (3072374 [47,990,238%)
lssued for services (note 5) — — 184,155 2008453
Units issued under the distribution reinvestment plan {noge 4) 832,564 875,201 43,552 442,032
Units repurchased pursuant to normal course issuer bid {385,801 (3.871.523) (248,400} [2,349.836)
Units issued and consolidated on special year-end distribution (note 43 — — — 21,003,128
Units, end of year 36,249 885 S 363.871.406 36,654,034 S 167,881,681

On November 29, 2006, 100,913 units were redeemed ar $8.55 per unir.
During the year, the Fund issued no (2005 - 184,155) units to the Manager in respect of its management fee,

As at December 31, 2006, the Fund had accumulated contributed surplus of $630,017 (2005 — nil} since inceprion. Contribured
surplus is recorded when unirs of the Fund are redeemed or repurchased at prices per unit which are helow the average cost per unit
of unitholders® capiral.

The Fund received approval from the Torontoe Stack Exchange for a normal course issuer bid for the perind from November 4, 2003
to November 3, 2006, Pursuant to the issuer bid, the Fund could purchase up to 4,165,000 of its units for cancellation when the net asset
value per unit exceeded its trading price. The Fund renewed the issuer bid for the period from November 6, 2006 to November 5, 2007,
which allows the Fund o purchase up to 3,663,200 units. The Fund may repurchase units when the ner asset value per unit exceeds
its trading price. For the vear ended December 31, 2006, 385,800 (2005 — 248,400) units were purchased.

The weighted average number of units outstanding for the vear ended December 31, 2006 was 36,583,063 (20035 - 41,336,973).

4. DISTRIBUTIONS PAYABLE TO UNITHOLDERS

Distributions, as declared by the Manager, are made on a monthly basis to unitholders of record on the last business day of cach
month. The distributions are payable by the zenth husiness day of the following month. For the year ended December 31, 2006, the
Fund declared toral distributions of $1.436 (2005 — $1.94801) per unir, which amounted to $53,238.795 (2005 - $76,779,174).
Distributions for the year ended December 31, 2003, included cash distributions of $1.375 per unit amounting to $55,776,046.
Pursuane te the Fund's distribution reinvestment plan, unitholders may eleet to reinvest monthly distributions in additional units of
the Fund which may be issued from treasury or purchased in the open marker. For the vear ended December 31, 2006, 82,564 (2005 -
43,552) units in respect of distributions were issued from treasury by the Fund.

5. RELATED PARTY TRANSACTIONS

Pursuant to a management agreement, the Manager provides management and administrative services to the Fund, for which it is paid
& management fee equal ro 0.435% per annum of the net asser value of the Fund plus applicable taxes. The management fee may be
paid in cash or units at the option of the Manager. To the extent that units are issued from treasury for this purpose, they will be issued
at the net asset value per unit. In 2006, the entire management fee was paid in cash. In 2003, the entire management fee was paid in
units. The Manager is responsible for paying fees of Brompton Capital Advisors Inc. for its services to the Fund. The Fund also pays
to the Manager a service fee equal to 0.30% per annum of the net asset value of the Fund. The service fee is in turn paid by the
Manager to investment dealers in proportion 1o the number of units held by clicnts of each dealer at the end of each calendar quarter.

6. INVESTMENT TRANSACTIONS

Investment transactions for the vears ended December 31 were as follows:

2006 2008
Proceeds from sale of investments $ 220,230,438 $ 281,888,429
Less cost of investments sold:
Investments ar cost, heginning of year 427,451,394 437,907,177
Investments purchased during the vear 215,606,394 225,353,970
Investments at cost, end of year (423.279,499) (427,451,394
Costof investments sold during the year 219,778,289 235,809,753
Ner realized gain on sale of investiments S 452,149 $ 46,078.676

Brokerage commissions on investmenss purchased and sold during the year ended December 31, 2006 amounted to $285,063
(2005 — $633,550). For the vears ended December 31, 2006 and 20035, there were no soft dollar amounts paid.
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7. SECURITIES LENDING
The Fund has encered into a securities lending program in September 2006 with its custodian, RBC Dexia Investor Services Trust, The

aggregate market value of all securitics loaned by the Fund cannot exceed 50% of the assets of the Fund. The Fund will receive
collateral of ac least 102% of the valuc of the secarities on loan. Collateral will generally be comprised of cash and obligations of, or
guaranteed by, the Governmene of Canada or a province thereof, or by the United States government or its agencics, or a permitted
supranational agency as defined in National Instrument 81-102. The market values of the securities on loan and the related collateral

at December 31, 2006, were $163.9 million (2005 - nil) and $177.0 million (2005 — nil), respectively.

8. LOANS PAYABLE

Pursuant to an agreement with a Canadian chartered bank, the Fund has a 364-day renewable eevolving credit facility and a term
credic facility. The revolving credit facility provides for maximum borrowings of $22.9 million at either the prime rate of interest or
the bankers™ acceptance rate plus a fixed percentage. There was $9.0 mitlion outstanding under this facility ar December 31, 2006.
The Fund has borrowed the maximum amount of $43.6 million under the term credit facility at a fixed rate of 4.513% for a five-vear
period ending Auguse 23, 2009, The credit facilities are secured by a first-priority security interest over all of the Fund’s assets. During
the vear ended December 31, 2006, the minimum and maximum amounts of borrowings were $47.1 million (2003 - $43.6 million)
and $356.7 million (2005 - $49.4 million), respectively,

Costs incurred to establish the credit facilities are deferred and amornized over the term of the facilities. For the year ended December 31,
2006, the Fund recorded amortzation of these costs in the amount of $34,012 (2005 - $37.083).

The credir facilities are used by the Fund for the purchase of additional investments and for general Fund purposes.

9. ADOPTION OF FUTURE ACCOUNTING STANDARDS

The Accounting Standards Board of the Canadian Institute of Charrered Accountants (CICA) recently issued a new suite of financial
reporting standards that address the accounting and disclosure for financial instruments. Of particular relevance to investment funds
are changes outlined in CICA Handbook Section 3855: Financial Tnstruments — Recognition and Measurement. The new financial
reporting standards for financial instruments are effective for interim and annual financial statements relating to fiscal years beginning
on or after October 1, 2006. These standards will change the way in which investments are measured for financial statement purposes
and will result in differences between the net asser value per unit (“NAVPU™) presented in the financial sratements and the NAVPU
that is published weekly. The Fund has a financial year ending December 31, 2006, and as such, these changes will nor be reflecred
uniil the interim financial statements are prepared in June 2007, Such differences will primarity result from marketable securities being
valued using bid prices for financial statements and closing prices for the weekly published NAVPU.
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